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SOUTHPORT
FOREST
PRODUCTS, LLC

93611 Coos Sumner Lane
PO Box 298
Coos Boy, OR 97420

541-266-0903
541-266-0824 fax

Ociohei I1'. 2007

The Honorable Charles D Nottingham
Chairman
Suifacc fran*port.mon Boaid
395T. Stieet S\V
Washington. DC 20423-0001

Dear Chairman Nottingham

We arc writing on behalf of the Oicgon International Foil of Coos Buy f Tort") and
Souihpori forest Products ("SouihporQ to ask your assistance with rcspcit to rail service
pioblems facing the Oicgon south coast Specifically we aic interested in any help that
\oiir office of Kail Consume) Assistance Program can pro\ ide to us on an expedited and
mfomial basis

The Puit is designated a State Port, eon.sequenily members ot the Board ot
Commissioners are appointed by the Governor and continued by the Oregon Senate for
4-yeai teims An a\erage of 2 5 million tons ot caigo move thiough the Port of Coo.s
Bay each \ear The Port owns the railio.id budge known a.s ihe Coos Ray Bridge which
was donated to the Port by the Union Pacific kaihoad ("UP") in 2000 and which the
Central Oicgon & Pacific Railroad. Inc (' Corp') updates over \ la a lease agieenient
between UP and CORP The Port has obtained stale and federal funding and invested
tens of millions of dollais in the rehabilitation of :he Coos Bay Bi idge and assisted in
obtaining significant I muling in oihci i:nl mfiastruciuie in the area on COUPS behalt In
addition the Port inxcstcd in the lail spin thai w.ia bmli to the new Souihpoii lumbei mill
and connects to CORP

Souihpnii opeiates a small log sawmill and whole log chipping facility in Coos- Bay OK
Southpoit s products include dimensional lumber, wood chips, planer sha\ ings, hog fuel
and logs foi icsalc Dimensional customers include lumber wholesalers, reiaileis and big
box centers Chip uistomeis aie pulp and paper mills located in the Pautk Noitluvest as
well a-» Japan Oihci by-products a:e sold to secondary mamifauuiing facilities in



western Oicgon Southpori ships approximately two or ihrcc carloads a Jay by rail
Southport employ* SO people in the Coos Bay area

As you are aware, CORP i&aued an embargo ol ib line between Vaughn, OR and
toquille, OK on Septembei 21. 2007 CORP only provided shippcis on the line one da\
notice of the shutdown The shutdown of this line has threatened jobs and the \ iabili tyof
businesses in Coos Bay While Southport and other shippers arc living lo move product
by truck to F.ugcnc for reload on Kill, this is not a long term solution If the line is not ic-
opcncd in the near f mute South port may be faced w :th shutting its doois

Prior to the Sepi 2 Is1 shutdown, the Pon, CORP and the shippers wuikcii together to
obtain tens ol millions of dollais ibi rail investments in the south coast to increase traffic
and impicne, create and maintain tai l piopeiiies owned by CORP and the Pon Prior lo
CORP's ownership by Fortress Investment Gioup and pnor to this embargo, mcic x\a.s an
open dialog between the parties and a willingness of CORP to put an action plan in place
lo make any needed repairs In fact, hist Novembei there was a tunnel cave-in which was
successfully repaned and put back into scmic within weeks In ih.il instance, CORP
kept in contact with the Pon and shippers However, wi th this embargo there has been no
discussion CORP has not provided any plan 01 any indication th.it it has .my intention of
repairing this line to gel it back into service In fact, c\en though tunnel iep:ms were
made at iou«hly the same time last yeai. CORP has slated nou th.it e\en if money was
a\dtliible repairs cannot be m.idc until next spring beiause of the "lamy" season

The Port and Soiuhpon have been and continue to be hurt b> CORP's problems While
we ctespeiately need a si ion term fix lo the shutdown of tai l service, we also need a long
teim solution to the seivice pioblems on the south coast We appieeuite \oui time in this
matter and look forward to additional discussions with your staff in the Rail Consumer
Assistance Prouiam

Sincerel ouis.



O R E G O N I N T E R N A T I O N A L

Port of Coos Bay
October 31,2007

The Honorable Charles D Nottingham
Chairman
Surface Transportation Board
395 E Street SW
Washington, DC 20423-0001

Re Rail Service Issues for the Southern Oregon Coast

Dear Chairman Nottingham

I am writing on behalf of the Oregon International Port of Coos Bay (Port) to ask your assistance with
respect to rail service problems facing the Port and industrial rail users on Oregon's south coast
Specifically, we are interested in any help that your office through the Rail Consumer Assistance
Program can provide to us on an expedited and informal basis

This Port is designated as a State Port, consequently members of the Board of Commissioners, while
being residents of the port district, are appointed by the Governor and confirmed by the Oregon
Senate for 4-year terms An average of 2 5 million tons cargo move through terminals in the Coos
Bay harbor each year The Port owns the mam railroad bridge - the Coos Bay Rail Bridge - crossing
the bay, which was donated to the Port by the Union Pacific (UP) Railroad in 2000 and which the
Central Oregon & Pacific (CORP) Railroad Inc operates over via a lease agreement between the UP
and CORP The Port has obtained state and federal funding and invested tens of millions of dollars in
the rehabilitation of the Coos Bay Rail Bridge and assisted in obtaining significant funding for other rail
infrastructure on CORP's behalf. In addition, the Port invested in the North Spit rail spur that was built
to serve the new Southport Forest Products sawmill and which connects to the CORP Coos Bay line

As you are aware, CORP issued an embargo of its Coos Bay line between Vaughan, OR and Coquille,
OR on September 21, 2007 CORP only provided shippers on the line one-day notice of the
shutdown The shutdown of this line has threatened jobs and the viability of businesses in the Coos
Bay/North Bend and Coos County region While Southport and other shippers are trying to move
product by truck to Eugene and other points for reload on rail, this is not a long-term solution If the
Coos Bay line is not reopened in the near future, Southport and other industrial operations dependent
on rail shipping on the line may be forced to scale back operations or in the case of Southport,
possibly even shut its doors

Prior to the September 21, 2007, shutdown of the Coos Bay line, the Port, CORP and the shippers
worked together to obtain tens of millions of dollars for rail investments in the south coast area to
increase traffic and improve, create and maintain rail properties owned by CORP and the Port Prior
to CORP/RailAmenca's ownership by Fortress Investment Group, and pnor to this embargo, there
was an open dialog between the parties and a willingness on the part of CORP to put an action plan
in place to make any needed repairs In fact, last November there was a tunnel cave-in which was
successfully repaired and put back in service within weeks In that instance, CORP kept in contact
with the Port and the shippers

125 West Gertie! Avenue Suite 300 / PO Box 12'.5 / Coos Boy Oregon 9742C-0311
Phone 541 267 7673 / Fox 5<11 269-: 475 / email pcncoosSfpcncfcoosbay com / Web www po'toJcocsbav com

StateofOrogon Tokyo Jcroan - Oregon Jaoar.'tepresen'ative Of*ce / =-one 8' -3-3580-6951 fax 31 -3-3580-9071

Representative Offices Taipei Taiwan HOC - Oregon Trade & tiicrmction Center / Phone 586-2-2/23-2320 Fax S86-2-2723-2312
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However, with this embargo there has been no discussion CORP has not provided any plan or any
indication that it has any intention of repairing the tunnels to restore service on the Coos Bay line In
fact, even though tunnel repairs were made at roughly the same time last year, CORP has stated now
that even if money was available, repairs cannot be made until next spring because of the "rainy"
season

The Port, Southport and other rail shippers have been and continue to be hurt by CORP's problems
While we desperately need a short-term fix to shut down of rail service, we also need a long-term
solution to the service problems in the south coast region

We appreciate your time in this matter and look forward to additional discussions with your staff in the
Rail Consumer Assistance Program

Sincerely, *. ^

• A -
-. " / -V
Jeffrey! Bishop*Executive Director
Oregpn International Port of Coos Bay

Cc US Representative Peter DeFazio, Washington, D C
U S Senator Ron Wyden, Washington, D C
U S. Senator Gordon Smith, Washington, D C
Board of Commissioners and Management Staff, Oregon International Port of Coos Bay
Peter Fnedmann, Washington, D C
Sandra Brown, Troutman Sanders LLP, Washington, D C



&urfa« SranspDrtation Board
9asl|ingtan. 6 ffi. 20423-0001

ttfllci of the (SbBlrnnn

November 19,2007

Mr Jeffrey Bishop
Executive Director
Oregon international Port of Coos Bay
125 West Central Avenue. Suite 300
Coot Bay, Oregon 97420-0311

Dear Mr Bishop.

Thank you for your letter dated October 31.2007 requesting assistance through the
Surface Transportation Board's Rail Consumer Assistance Program The Board's Office
of Compliance and Consumer Assistance (OCCA) has been monitoring closely the rail
service problems facing the Port and industrial rail users since the implementation of the
Central Oregon and Pacific Railroad's (CORP) embargo of the Coos Bay rail line on
September 21,2007, and I understand that Kathenne Bezold of OCCA has been m touch
with you recently about this important matter.

By way of general background, the Interstate Commerce Act imposes a common
earner obligation on railroads to provide transportation or services upon reasonable
request Unless and until the Board authorizes a line for abandonment, a railroad may not
refuse to provide service over a line merely because to do so would be inconvenient or
unprofitable But the common earner obligation is not absolute, a railroad may place an
embargo on all or part of a line, thereby temporarily relieving the railroad of its service
obligations, when there are conditions that would make it unsafe to operate over the line
An embargo can be challenged by filing a formal complaint with the Board on the ground
that there is no reasonable basis for the embargo or that the embargo has been kept in place
beyond a reasonable period of time

As you are aware. OCCA's Rail Consumer Assistance provides informal assistance
to parties seeking to resolve rail service disputes short of formal litigation before the
Board In rmd-Octobci the Board received a letter from Southport Forest Products
(Southport) regarding the service cessation resulting from the embargo and requesting
informal assistance on behalf of Southport and the Port of Coos Bay through OCCA
OCCA immediately contacted CORP, providing a copy of Southpon's informal complaint,
and requested a full response and service plan from CORP After receiving an initial
response from CORP which did not include specifics about CORP's plan for moving
forward with rail service, OCCA requested CORP provide more detailed information as to



specific plans for the Ime in question given die severe need of rail shippers on the Coos
Bay line

In response to OCCA's second request for information from CORP, RailAmenca
General Counsel. Scott Williams, responded, explaining the cost of repairs and detailing
CORP's past revenues and operating losses Additionally, Mr Williams explained that
CORP is exploring all alternatives for financing the cost of repairs including a
public/private partnership Recently, RailAmenca made public its proposal, which I
understand would call for the Port, the state of Oregon, Union Pacific Railroad, the rail
shippers on the line, and RailAmenca each to contribute $4 66 million toward the cost of
repairing and rehabilitating the line

Also, the Federal Railroad Administration recently evaluated the condition of
tunnels 13 IS and 18 on the Coos Bay line That report, which has just been released,
found (hat various locations within each of the (hree tunnels "have unsafe conditions that
require repair" and that are "hazardous to tram traffic and maintenance operations." FRA
concluded that "all three tunnels need immediate repairs to permit the sate resumption of
railroad operations "

I understand that the Port has filed suit against CORP in federal district court,
contesting CORP's cessation of service and seeking compensation for damages, and thai
CORP has filed a motion seeking referral of the matter to the Board Because CORP's
embargo could become the subject of a formal adjudicatory proceeding before the Board it
would not be appropriate for me to make any premature judgments or express any views
on the merit* of the matter outside of any such formal proceeding and the record that
would be developed in it If the dispute were to formally come before the Board, we
would consider the merits of this embargo under the applicable legal principles and based
on a careful examination of the factual record developed by the parties in that formal
proceeding

OCCA is continuing to keep a close eye on the situation m Coos Bay I understand
the need for urgency in planning for the future of the rail line OCCA staff remains
available to discuss this matter with you and other shippers on the line, on an informal
basis, at any time

If you have any further questions, please feel free to contact Ms Bezold at (202)
245-0283 If I can be of further assistance, please contact me

Charles D Nottingham
Chairman



Timeline

Dec 1994 CORP lines acquired from Southern Pacific by Raillex

1997 $307,458 given to CORP from federal government for flood damage on
Coos Bay and Siskiyou Lines

Jan 2000 RailTcx purchased by RailAmcnca

Aug 2000 Port acquires Coos Bay swing span railroad bridge by donation from UP
Port assumes the maintenance responsibility for it, CORP maintains
operating obligation and UP retains removal obligation if service is
abandoned

2003-2005 $7 million swing span railroad bridge short-term repairs (mostly federal
money from TEA-21, remainder state and local money)

2003 American Bridge opens new manufacturing facility in Reedsport

2003 $300,000 given to CORP for tics and ballast on Coos Bay Line from the
Oregon Short Line Railroad Rail Infrastructure Improvement Program

2004 Wcycrhauscr closes facility in Cordes near new North Spit rail line

May 2004 Milbor-Pita report to CORP notes a "recipe for a major collapse" in tunnel
15 and estimates $ 1 325 million is needed to repair deterioration in tunnels
13,15, and 18

2005 North Spit spur construction completed with $4 8 million in federal, state,
local, and Port money, thereby allowing CORP to serve new Southport
facility

2005 Southport Forest Products opens new sawmill on North Spit spur

2005 5400,000 given to CORP for tics and ballast on Coos Bay Line from the
Oregon Short Line Railroad Rail Infrastructure Improvement Program

2005 Port offers to jointly file a ConnectOregon application with CORP for
tunnel repair, but CORP declines

2006 CORP unsuccessfully sought $7 4 million in ConnectOregon funds (.which
would have been matched with $5 0 million in CORP funds) for track,
tunnel, and bridge repairs on Coos Bay and Siskiyou Lines (including
repair of tunnel lining in tunnels 13 and 15), application rejected because
it was deemed maintenance and not new capacity



2006 $7 7 million awarded to CORP by ConnectOregon program for
Winchester Yard expansion (on Siskiyou Line), roughly 20% of the
money was given to CORP before cessation due to embargo

Oct 2006 FRA and ODOT jointly inspect Coos Bay Line, finding need for repairs in
tunnel 15

Nov 2006 tunnel 15 repairs lead (supposedly) to collapse

Jan 2007 tunnel 15 repairs complete

2007- $12 million awarded to Port for swing span railroad bridge long-term
repairs, work has not begun due to embargo ($8 m from SAFETEA-LU
and $4 m from ConneciOregon)

Feb 2007 Rail America purchased by Fortress Investments

Feb. 2007 ODOT inspection reveals "bulging" in tunnel 18

March 2007 Shannon & Wilson investigate on-sitc in Coos Bay Line tunnels

July 16,2007 Shannon & Wilson report finds "deterioration and instability requiring
immediate repair at several locations in the timber-lined sections of
tunnels 13,15, and 18"

Sept 21,2007 embargo declared

Oct 2007 FRA inspection of tunnels 13,15, and 18

Oct 2007 CORP states its intention to develop a plan to repair the Line

Nov 14,2007 CORP verbally proposes partnership idea with state, shippers. Port, and
UP

Jan 14,2008 CORP provides written proposal to shippers and the Port at STB
information mediation1

Jan 24,2008 Rail America meets with the Governor to provide proposal

Apr 9, 2008 CORP sends same proposal modified with 50/50% ownership of a portion
of the Line to the Governor

1 CORP provides two \crsions ofib proposal with revenue on the Line \arying from 51,000,000 lo
52,340,000 on the proposal that apparently was not meant to be handed out Exhibits 37 and 38
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Montana Kail Link
101 International Vfey
Missoula, Montana 59807

Attm Mr. Richard Keller, Chief Engineer

RE: TUNNEL INVENTORY - COOS BAY AND SISKttOU BRANCHES

INTRODUCTION

This report documents our observations and opinions regarding the condition of the Coos
Bay and Siskiyou Branch tunnels, and the estimated costs and schedules to improve
clearances in the tunnels for Plate "H" double-stack traffic (Tables 1 and 2), and Plate "F"
clearances in Table 5. Estimated costs for short-term rehabilitation work are presented in
Table 3, and for long-term rehabilitation work in Table 4. General data on the tunnels are
presented in Appendices A and B.

The tunnel inventory was authorized by Mr. Richard Keller, Chief Engineer of Montana
Rail Link on February 7, 1994. A group consisting of Mr. Keller and Dave Cook (MRL
B&B supervisor), Jacques Fuller (SPRR Director of Plant Rationalization), Ed Barrow
(SPRR B&B foreman), Mr. Larry PrinkkL (Washington Contractors Group Geologist), and
Gerry Millar inspected the tunnels on February 14 through 16 by hy-rail vehicle.
Approximately 15 minutes were spent at each tunnel measuring the clearances and noting the
structural condition of the lining and stability of the ground where visible. The only
documentation available for the visit and the preparation of this report are the SPRR tunnel
data sheet and typical drawings of timber sets and gunite/shotcrete lining.

W-6694-01
400 NORTH 34TH STREET- SUITE 100

.j PO BOX 300303
• SEATTLE WASHINGTON 98103

206-632-6020 FAX2Q6-633-6777
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Montana Rail Link SHANNON 6 WILSON. INC.
Attn: Mr. Richard Keller
March 1, 1994
Page 2

GENERAL CONDITION GP THE TUNNELS INCLUDING SHORT-TERM

REHABILTTATION REQUIREMENTS

The original tunnel construction (1880s) consisted of drill-and-blast excavation with
occasional support with timber sets and portal structures. Larger clearance requirements and
likely continued rock loosening led the SPRR to enlarge the tunnels and place continuous
timber sets as support, along with concrete portal structures in the 1920's. The significant
maintenance effort required to replace timber sets led the SPRR to a program of replacing
the timber with steel sets (W8-31) covered with gunite (Figure 1). This latter program took
place in the 1970s and early 1980s. At present, approximately 6,500 feet of tunnel are lined
with gunite/steel and 9,000 feet with timber sets. Signs of important instability requiring
immediate repair were observed in the timber sets in Coos Bay Tunnels 15 and 18, and in
the gunite/steel lining in Coos Bay Tunnel 20 (Table 3).

Hie bedrock along both branches is generally slabby to massive blocky ground, almost
always good tunneling ground away from the highly weathered portal areas. Approximately
8,500 feet are unlined or lined with a thin (1 to 4 inches) layer of gunite placed in the 1970s
and 80s. Only localized areas of Tunnels 7 (Siskiyou) and 14 and 19 (Coos Bay) need
immediate support with rock bolts and shotcrete (Table 3).

Lightly reinforced concrete linings were used only as portal structures, and date from the
1920s. All are in good condition, and total approximately 1,150 feet. In most cases, the
concrete lining is the smallest with regard to clearances, the exception being unlined sections
of the Siskiyou Branch tunnels (Tables 1 and 2).

W-6694-01



Montana Rail Link SHANNON 6 WILSON. INC.
Attn: Mr. Richard Keller
March 1, 1994
Page 3

LONG-TERM REHABILITATION REQUIREMENTS

All of the long-term rehabilitation requirements (excluding track structure work) are related
to the removal of timber sets and le-lining with shotcrete and rock bolts in stable ground and
with steel sets and shotcrete or concrete in unstable ground. This proposed work is
summarized in Table 4, and is estimated to cost $8,000,000. It should be noted that the
timber removal and re-lining would improve existing clearances to double-stack
requirements, so that approximately $2,800,000 of-the double-stack clearance program
would be covered in'this -effort

PROPOSED DOUBIJBnSTACK CLEARANCE IMPROVEMENT PROGRAM

The proposed double-stack clearance program is summarized in Tables 1 and 2. The Plate
"H" clearance diagram is presented in Figure 3. This information is based on preliminary
clearance data obtained by wide-spaced tunnel measurements taken during the inspection trip
with an extendable surveyors rod and/or a sonic measuring device. These top-of-rail and
sidewaU width measurements were then plotted on the liner dimensions presented in the
SPRR standards drawings for timber sets and gunite/steel linings (Figures 1 and 2), or on
graphs of the concrete portal linings. The clearance standard used is a 4-inch cushion
around a 20*2" high stack that is.8*6" -wide, plus an additional inch of side clearance per
degree of track curvature. For estimating purposes, the following clear top-of-rail
dimensions were used:

> 21'2" for tangent track in timber or gunite/steel areas
> 21'8" for 10 degree curves" "
> 22*0" for tangent track in concrete lined sections
> 22'10" for 10 degree curves

W-6694-01
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Montana Rail Link SHANNON & WILSON. INC.
Attn: Mr. Richard Keller
March 1, 1994
Page 4

The major work to achieve double-stack clearance on the Siskiyou Branch consists of drill-
and-blast rock removal in Tunnel 8, and major undercutting of Tunnels 13 and 14. The
track structure in the latter two tunnels is severely deteriorated so the expense of clearance
•work also improves operating conditions in those tunnels. Clearance work in the Coos Bay
Branch tunnel is fairly well spread over all of the tunnels, and includes undercutting,
concrete liner notching and timber replacement with shotcrete and rock bolts. The estimated
cost of $2,300,000.4br the Coos Bay and $4,300,000 for the Siskiyou .tunnels assumes live
track work in 10-hour uninterrupted daily windows, except for the work in Siskiyou tunnels
13 and 14 which would be performed with the track out of service. We estimate that the
Coos Bay Branch work would take four months using one work bain (undercutting setup and
crown mining setup), and the Siskiyou work six months using two work setups, one for the
dead track undercutting and stabilization in Ttmnels 13 and 14, and a separate setup for the
live track rock removal in Tunnels 4 through 8. Wark trains in the live track tunnels would
likely consist of a combination of hy-rail trucks and flat cars/air dumps/water tankers moved
by car movers. Locomotives and large locomotive cranes would not be necessary as prime
movers for the work trains.

PROPOSED PLATE "F" CLEARANCE IMPROVEMENT PROGRAM

The required clearance envelope for Plate "F" traffic is presented in Figure 4, and the
location and type of obstructions, along with the proposed clearance improvement activities,
are presented in Table 5. Only the Siskiyou Branch tunnels are currently restrictive to this

f- I "•

type of traffic. The proposed clearance improvement work consists solely of the removal of
rock by drill-and-blast methods, with only minor securing of loose slabs with rock bolts.
The rock "tights" ace believed to be less than 12 inches thick, requiring the drilling of short
blast holes in the haunches and crown of the tunnels. We estimate that this work would take
approximately three months to accomplish with daily 10-hour work windows. Because the
amount of rock to be removed per lineal foot of tunnel is minimal (< 1/2 cubic yard), all of
the work could be performed from hy-rail trucks without the need for air dumps or flat cars
to remove the broken rock. The estimated cost for this work is $800,000. It should be
noted that we estimate that more extensive rock removal in these tunnels for double-stack

W-6694-01
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Montana Rail Link - SHANNON &WILSON, INC.
Attn: Mr. Richard Keller
March 1, 1994
Page 5

•• clearance would only cost $1,300,000 (Bible 2) and take approximately two additional
^* months to accomplish.

m
SUMMARY

In general, the Siskiyou and Coos Bay Branch tunnels were excavated in fair to good tunnel
ground, and require only a moderate repair program for immediate stability problems other
than track structure work (Bible 3). Long-term maintenance requirements relate exclusively
to the replacement of timber sets with a shotcrete or steel set/concrete lining (lable 4).
Double-stack clearances will require some work in almost all of the tunnels; however, major
crown mining and/or undercutting will be required only in Tunnels 8, 13, and 14 on the
Siskiyou Branch (lable 2), and Tunnels 13, 16, and 21 on the Coos Bay Branch (Table 1).
Plate "F" clearances require only the removal of rock above the springline in four tunnels on
the Siskiyou Branch (Bible 5).

The clearance information and proposed clearance improvement programs presented in
Tables 1, 2, and 5 are based on minimal survey data taken during the three-day inspection
tour. \Ve feel that a much higher level of confidence can be placed on the costs and
schedules for this work if clearances are measured with a hy-rail-mounted template or
similar system. Eventually, a program of drilled probes through the concrete and
gunite/steel linings will be useful in estimating liner removal and stabilization requirements.
Vfe would be pleased to submit a detailed proposal for the clearance measurement, liner
probing, and engineering design work when you require it

W-6694-01



r.

i

\
i
i
i
i
i
i
i
i
i
i
i
i
i

Montana Rail Link SHANNON &WILSON, INC.
Attn: Mr. Richard Keller
March 1, 1994
Page 6

As always, we appreciate the opportunity to work with you and look forward to answering
any questions you have concerning the information presented in this report.

Sincerely,

SHANNON & WILSON, INC

r <\ fflfoXlfliu
Gerry Millar
Manager of Railroad Services

Senior {yfee President
Underground Services " | EXPIRES iz/zj/^yy """"

GM:HWP/gm

Enclosures: Table 1 - Coos Bay Branch Tunnel Inventory of Required Double Stack
Clearance and General Rehabilitation "Wbrk

Table 2 - Siskiyou Branch Tunnel Inventory of Required Double Stack
Clearance and General Rehabilitation Work

Table 3 - Rehabilitation of Unstable Areas Requiring Immediate Attention
Table 4 - Long Term Maintenance Requirements Not Related to Clearance,

Short Term Maintenance, or Track Structure Deterioration
Table 5 - Plate F - Clearance Requirements for Siskiyou Branch Tunnels
Figure 1 - Details of Gunite/Steel Lining
Figure 2 - Details of Timber Lining
Figure 3 - Plate "A" Clearance Design
Figure 4 - Plate "F" Clearance Diagram
Appendix A - Tunnel Inspection Barms, Coos Bay Branch
Appendix B - Tunnel Inspection Forms, Siskiyou Branch
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PLATE H

I
I
I
I
I

EQUIPMENT DIAGRAM
FOR DOUBLE-STACK CONTAINER CARS

STANDARD

S-2040-91 ADOPTED. 1991

I
I
I
I
I
I
it

f f

I

lO'B"

lO'O"

8 f

LIGHT CAR CONDITIONS

CARS HAY BE CONhlHUUIEU TO AN EXTREME WIDTH
OP 10*-fl" AMI TO TIC OTHER LIMITS OP THIS OIA-
BRAM WHEN TRUCK C8KFER8 DO NOT EXCEED «'-3*
AND WEN. WITH TRUCK CENTERS Of 4S'-3". THE
BWINBOUT AT ENDS OF CAR DOES NOT EXCEED THE
SWINBOUT AT CENTER OF CAR ON A IS* CURVEl A GAR
TO THESE DIMENSIONS XS DEFINED AS THE BASE CAR.

WHEN TRUCK CENTERS EXCEED 4B'-3-. CAR WIDTH
FOR ENTIRE CLEARANCE OUTLINE SHALL BE REDUCED
TO COMPENSATE FOR THE INCREASED SWINOOUT AT
CENTER AND/OR ENDS OF CAR ON A 13* CURVE SO THAT
THE WIDTH OF THE CAR SHALL NOT PROJECT BEYOND
THE CENTER OF TRACK MORE THAN THE BABE CAR.

MAXIMUM CAR WIDTHS FOR VARIOUS TRUCK CENTERS,
AT CENTER OF CAR. ARE SHOWN ON PLATE C-l.
MAXIMUM CAR WIDTH AT LOCATIONS OTHER THAN
CENTER OP CAR ARE SHOWN ON PLATE 0.

FOR UPPER CLEARANCE CONDITIONS OF LOADED
CAR. ADD .DIMENSIONS OF CONTAINERS AND INTER-
BOX CONNECTORS. WHERE USED. TO PLATFORM HEIOHT
OF EMPTY CAR. WHERE PLATFORM WIGHT OF RAIL CAR
IB NOT KNOWN. USE 12".

CARS WITH RAIL LOADS IN EXCESS OF 65,750 LBS.
PER AXLE CANNOT BE UHhHAihU IN UNRESTRICTED
INTERCHANBE. HOWEVER. THEY MAY BE PERMITTED
UNOER CONTROLLED CONDITIONS WHERE SPECIAL
A8REEUENT HAS BEEN REACHED BETWEEN PAHT-
TICIPATJNB RAILROADS TO SO HANDLE.

A

9'2"

lO'O"

10'B"

N

NOTEi
RESTRICTED TO NOUS flNUY HOU MUCH
•PBBiriC CLBMWCe KM BON OBTAINED

7W WWOLIM LIHB.

The 2 3/4" abovo top of rail IB absolute minimum under any and all condi-
tions of lading, operation, and maintenance

I
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JOHNSON John R

From: SHANKLE Richard A
Sent: Tuesday. January 09. 2007 9 22 AM
To: JOHNSON John R
Subject: CORP tunnel #15. Canary

Attachments: corp tunnel 15 canary pdf

John here is a copy of my inspection report on tunnel #15 at Canary I talked with Duke Rodley, the track inspector on the
Coos Bay line, and he informed me that there was a problem with tunnel #18. that a side wall was bulging and he was on
his way to the tunnel to make sure a tram would clear the bulge Tunnel #18 is at MP 734 6 and it is 1.554 feet long It has
700 feet of steel supports covered with gunite. 800 feet of timber, and 54 feet of concrete

There are 9 tunnels on the Coos Bay line. #13 through #21 Duke informed me that only 2 or 3 of these tunnels have been
upgraded, or rebuilt, in the last 20 years

corp tunnel 15
canary pdf (19 ..



CENTRAL OREGON & PACIFIC RAIIJROAD, INC.
333 S E Moshcr Ave • PO Box 1083 • Rosebuig, OR • 97470 • 541-957-5966 • Fax 541-957-0686

August 3, 2005

Mike Gaul
Port of Coos Bay
125 Central Avenue
Suite 300
Coos Bay, Oregon 97420-0311

Dear Mike,

Enclosed please find the information you have requested regarding improvement of the
Coos Bay Tunnels to enable handling of Plate H double stack containers

Clearance work for the Coos Bay Tunnels is feirly well spread out over all of the runnels,
and includes undercutting, concrete liner notching and timber replacement with
shotecrete and rock bolts Double stack clearances will require some work in all of the
tunnels, however crown mining and/or undercutting will be required only in Tunnels 13,
16 and 21 on the Coos Bay Branch

I have enclosed a copy of a study done in 1994, by Shannon Wilson, a review of the
Tunnel conditions by Milbor-Pita in May of 2004 and the most recent estimate of costs
from $1,966,400 to $2,416,400 by Milbor-Pita.

As you are aware, cost for materials changes constantly and these estimates are subject to
change We can do a more in-depth study and firm up these costs once a decision is made
to pursue this further.

Hope this is what you need.

Dan Lovelady
General Manager

A RailAmenca Company



05/07/2084 09:30 4254BB2&60 MILBDR

Milbor-Pita^ASSOCIATES. INC^•^^

May 5,2004 DRAFT - Sutyect to Review

Central Oregon & Pacific Railroad
333 S.B. Mbsher
P.O. Box 1083
Roseburg, Oregon 97470

Attn: Jim Underwood - Manager of Track Maintenance
Marc Bader - Chief Engineer

Re: Coos Bay Branch Tunnel Inspection

Jim Underwood and I inspected most of the tunnels on the Coos Bay Branch on May 4,
2004 in order to estimate immediate liner maintenance requirements, in effect updating
the March 1994 evaluation performed by Gerry Millar for Montana Rail Link/Southern
Pacific Railroad. The tunnels on bom occasions were subject to a cursory drive-through
inspection because of the limitations of access by hy-rail SUV and minimal track tune,
however even this limited investigation allowed us to identity sections of several of the
tunnels that are in need of structural repairs in the near future! and one extremely serious
section that in our opinion could suffer a tunnel-dosing collapse at any time. These
problems areas are discussed below, starting with the most serious to the least serious
sections.

Tunnel 15 MP 720 2143 feet
Four hundred feet (+/-) of the north end of the tunnel just in from the concrete portal
structure are supported with highly deteriorated timber seta placed on a spacing of 1 to 2
feet, In an area of heavy seepage. lu many cases the timber sets have racked and/or
pushed inward, and the facVto-foce contacts of the timber segments are almost
completely crushed. In our opinion these timber sets have almost no support capacity
and are in a zone of heavy ground, i.e. hence the very close spacing of the sets. Heavy
ground, likely soil and/or very weathered bedrock, combined with heavy seepage in an
area supported with deteriorated timber supports is a recipe for a mqjor collapse that will
close the tunnel for weeks if not longer.

The staged removal of the timber supports and the re-lining with shotcrete and rock bolts
Is not an option in this section because of the unstable nature of the ground and the heavy
seepage. The ouly viable live-track repair in our opinion is the construction of an overlay
liner consisting of steel sets/channel lagging backfilled with concrete placed directly over
the deteriorated timber supports. In effect, the steel sets/channel lagging are used as form

Oeolechnicnl and lunnol Consultants "
1727(1 Wwdlnvlllfr-kedmond Rd NB, Suite 703 *TVTff.«"'"""-PHP "pp1 Phone (425) 48A-6SGI
Woodlnvllto. WA 98077 Pop 1 Fflx (42^) 488-2660
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work for the new liner and provide considerable structural reinforcement to the liner.
The overlay liner is seated on a new footing wall placed just inboard of the existing
footings to the timber supports. This new liner will reduce the lateral clearances from 17
feet total width to 15 feet, and the ATR clearance from 21 feet to 20 feet

We have designed this type of remedial lining several times in the past 5 years, and one is
currently being installed under similar conditions in a BNSF tunnel in Wyoming during
daily 4-hour work windows. The estimated cost for the latter job is $2000 per tunnel
foot. A similar bid 'for Tunnel 15 would place the contractor cost at about $800,000.

Tunnel 13 MP 681 2487 feet
A 200-foot-long section, and several 20-foot-long sections* of very wet, deteriorated
timber sets occur near the middle of the tunnel, and fortunately the ground in back of the
supports is blocky to massive bedrock. The latter condition allows for the staged removal
of the timber sets and re-lining with ahotcrete and rock bolts. This work can be
performed efficiently in 6-hour windows at a cost of about $1000 per tunnel foot.

A ISO-foot section of close-spaced steel sets at the south end of the tunnel ore lagged
with severely deteriorated wood planks that allow rook blocks to punch through and fall
on the track. Voids in back of the planks are observed to be several feet high. The steel
sets should be lagged with steel channel (C6-8.2 or C3-4.1) as an immediate re-support,
and eventually die voids backfilled with lean concrete or expansive grout The estimated
coat for placing the steel channel is $125,000, and $100,000 for the later grouting of the
voids.

Tunnel 20 MP 750 870 feet
The gunited 200 feet at the south end of the tunnel should have an additional 2 to 3-uooh
layer of fiber reinforced shotcrete placed above the sprmgllne because seepage forces are
scaling the 1-inch gunite layer and the underlytngl to 3-inch rock layer. This condition
does not lead to tunnel closure but does represent a safety hazard to maintenance and to a
lesser extent on-board team oxews working in the tunnel. The cost of this repair is about
$100,000, assuming a $700 per cubic yard shotorete cost and an allowance for
mob/demob, with the latter amortized over similar work in Tunnels 18 and 19 (see
below).

Tunnel 19 MP745 4184 feet
Tunnel 18 MP 734 1552 feet
hi both tunnels the last 50 feet at the south end requires 3 inch layer of fiber reinforced
shotorete, in Tunnel 18 after removing the timber sets Furthermore, isolated short areas
of Tmmel 19 require an additional 2 inches of shotcrete over the unreinforoed gunite,
specifically in areas where the latter has peeled off due to moisture* not structural, forces.
The estimated 200 total feet require about J 00 cubic yards of shotcrete, for an estimated
cost of $100,000 including the partial mob/demob cost noted above.

Please call Gerry Millar (425.486.6561) to discuss these issues.

Gcotachnfoal and Tunnel Consultant
17270 Woodlnvllle-RKimond Kd ME Suite 703 www.mlllytf.nilii.onm Phono (425)486-6561
WoodlnvlUe.WA9807Z Page 2 Fax (425)488-2660
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Milbor-Pita & Associates

Gerry Millar
Manager of RBI! & Tunnel Services

Ocotechntcfll imd Tunnel Consultants
17270 Woodtnvllle-RodilHind Rd. NE. Suite 7(13 yww.mlllinr̂ p.ctini Phone (425)486-6561
Woodlnvlllc. WA 98072 PngC J Fin (42514884660



CENTRAL OREGON & PACIFIC RAILROAD, INC.
333 S E Mosher • PO. Box 1083 •Roseburg, OR • 97470 • 541-957-5966 • Fax 541-957-0686

April 4,2002

Mr Edlmmel
State Rail Planner - Rail Division
Oregon Department of Transportation
555 13th Street NE
Salem, OR 97310-1333

Dear Mr Immel

The Central Oregon & Pacific Railroad respectfully submits our application for
grant funds authorized under Senate Bill 753 for track rehabilitation on the Coos Bay
Line between MP 719 (Canary) and MP 768 (North Bend) in the amount of $600,000
Attached is a spreadsheet outlining the various costs associated with the project

You will note that our project includes the commitment of an additional $598,610
by the CORP. a commitment that clearly exhibits a plan to insure the long-term viability
of the entire line The 49 miles between Canary and North Bend is one of the most
critical areas of need, where nearly half of the track is rated as Class 1 Furthermore,
during a recent FRA track inspection, CORP was cited for 4 violations and 30 defects on
this 49-mile section All of the violations and most of the defects were related-to tie t

condition and surface Remedial action will require more resources directed away from
our main freight corridors on the Siskiyou Line to the Coos Bay Line, or reducing more
of the track from Class 2 to Class 1, and in some cases Class 1 to Excepted

Due to reduced train speeds, it is currently taking two 12-hour crew shifts to make
the round trip between Eugene and Hauser Any further reduction in track speed will
require a third crew to complete the round trip, an expense CORP can ill afford The
rehabilitation of the section between Canary and North Bend would be the first of what
we hope would be three phases of improvements on the Coos Bay Line, depending upon
the amount of future funding sources

The Coos Bay Line handled 5,958 revenue carloads in 2001, and our 2002 plan is
for 6,268 carloads With a carload density of 45 8 carloads per mile in 2001, the 130-
mile Coos Bay Line is marginal, and past traffic levels and the lack of outside funding
have prevented the CORP from investing m any substantial capital improvements on the
line

i e i i v
APR 0 5 2002

RAIL DIVISION

A RailTex Company



However, many of our customers have made capital investments in their facilities
recently Roseburg Forest Products, at Coquille, invested S3 5 million in their plywood
mill; Georgia Pacific, at Coos Bay, added a track at a cost of $1 5 million in order to
move woodchips by rail; and Roseburg Forest Products put in another SO 5 million at its
export chip facility at Cordes Additionally, we have a new customer, Westwood Lumber
at Franz, who will be building a new spur track into his facility and shipping via rail
soon We are also excited about the American Bridge Company, which has announced
the location for its new plant on Bolon Island We anticipate new inbound traffic during
the plant's construction, and expect a substantial amount of rail traffic in future years
once the plant goes on stream

As you know, the Coos Bay Bridge is also scheduled for a $6 8 million
rehabilitation project of its own, and CORP's proposed line improvement is essential to
insure the bndge money is a worthwhile endeavor If our track to the bridge cannot
handle railcar traffic safety and efficiently, then there is no need for a bridge
rehabilitation project

Needless to say, Oregon's highways in southwestern Oregon are precarious at
best, and considering the heavy tourist traffic and present truck traffic, more trucks on
these roads would be, as you know, a great cause for concern, and place a heavy burden
on road infrastructure costs

We only see great potential for growth in rail in the years ahead This project is
the first of three critical phases of rehabilitation that is needed to insure rail service is
preserved to the Port of Coos Bay, and to many of the industries that made investments m
their own facilities But most importantly, it is critical to the economy of the Bay Area,
as well as to the many small rural communities located along the Coos Bay Line.

Once our application for the infrastructure funds of $600,000 is approved, we will
set a timeline to begin the rehabilitation project and take the necessary steps to secure the
CORP portion of the project We anticipate starting the project in late summer or early
fall

Thank you for your consideration We look forward to your positive reply very
soon

Sincerely,

Dan Lovelady
General Manager

Attachment

cc. Charlie McLean, VP-Pacific Region, RailAmenca
Scott Linn, Vice President-Engineering, RailAmenca



Central Oregon & Pacific Railroad
Short Line Infrastructure Funding Request

Project - Line Rehabilitation MP 719 to MP 768 - Coos Bay Line

Oregon Short Line Infrastructure Funds

Ties
Ballast

Total

20.000
20,000 cu. Yards

$ 2200
8

$ 440,000.00
$ 160,000.00

$, 600,000.00

Central Oregon & Pacific Railroad Contribution

Tie Installation
Surfacing
Tie Distribution
OTM(Spikes/Plates
Crossings & Switches

Total

Total Cost of Project

04/04/2002

20.000
44 miles
20,000

14 00 per tie
.50 per foot
1 00 per tie

$ 280,000.00
$ 116,160.00
$ 20,000 00
$ 80,000 00
$ 102,450 00

$ 598.610.00

$1,198,610.00

i



CENTRAL OREGON & PACIFIC RAILROAD, INC.
333 S E Mosher • P.O. Box 1083 •Roseburg, OR • 97470 • 541-957-5966 • Fax 541-957-0686

B i e i i v
1 9 2003

2/07/03 RAIL DIVISION

Mr Edlmmel
State Rail Planner
Oregon Department of Transportation
555 13* Street NE, Suite 3
Salem, Oregon 97301-4179

Dear Mr. Immel:

The Central Oregon and Pacific Railroad is submitting our application for grant funds
authorized under Senate Bill 753 for the year 2003 if funds are appropriated

Our application in 2002 was for $600,000 to install 20,000 ties and 20,000 cu yards of
ballast on the Coos Bay Line between Canary and North Bend (44 Miles) We were
granted % or $300,000 so we were forced to cut our project in half to (10,000 ties and
10,000 cu. yards of ballast) to rehab the line between Reedsport (mp 740) and Canary
(mp 721 3) If we are granted our 2003 request we will complete the original project from
Reedsport (mp 740) to North Bend (765) and also rehabilitate between MP 670 and MP
674 The project would cover an area of 29 miles.

The project cost forties and ballast is $418,000 as outlined on the recap sheet attached.
The Central Oregon and Pacific Railroad would match the $418,000 with our own funds
for OTM (plates and spikes), tie installation, surfacing and work train material
distribution We believe this clearly demonstrates our commitment to the long-term
operation of the Coos Bay Line.

As explained in our application last year, this track rehabilitation compliments the $6 8
million rehabilitation of the Coos Bay Bridge and capital improvements made by many of
the rail shippers on the Coos Bay Line. The traffic on the Coos Bay Line continues to
grow on a yearly basis. In 2001 the Central Oregon and Pacific handled 5,958 revenue
loads, 8324 revenue loads in 2002 and we are projecting for 11,922 revenue loads in
2003 Although the carload density per mile has finally grown beyond marginal on the
Coos Bay Line, revenues are still not enough to make up for years of deferred
maintenance because of low traffic volumes. The opportunity to improve the track
conditions with grant funds increases our ability to improve service, reduce derailments
and reduce our operating speeds thereby reducing expenses

A RulTn Company



Due to the increased railcar traffic volumes we are currently discussing the addition of a
second local switch crew at Coos Bay to provide double switches for both Georgia
Pacific and Weyerhaueser and to make the run to Roseburg Forest Products in Coquille
daily In addition, we are considering increasing our operating from Coos Bay to Eugene
daily instead of the current 3 days per week we now operate.

The State Coastal Highways are very precarious and congested in tourism months The
rail service the Central Oregon provides to numerous rural communities from Eugene to
Coquille keeps approximately 30,000 trucks off the highways reducing the demand for
highway capacity expansion and increasing public safety Having rail service allows our
rail shippers in these rural communities to be competitive regionally and nationally. With
rail access to the Port of Coos Bay, we also provide Oregon manufactures the ability to
compete internationally

We continue to project rail traffic growth for the Central Oregon and Pacific Railroad and
in particular our Coos Bay Branch This project will continue our track rehabilitation
plans on the Coos Bay Branch that will insure rail service that is so critical to the
economy of the Bay Area and the many rural communities along the line remains for
many years to come

Thank you for your consideration We have our fingers crossed that SB 753 will get
funded and you will grant our application request in full.

DanLoveiady
General Manager



MAP SHOWING LOCATION
OF IMPROVEMENTS

TO THE
CENTRAL OREGON & PACIFIC RAILROAD

Not)

Canary

North Bend -
Coos Bay

\

Union Pacific
to Portland

Eugene

COW*
to

Ro&eburg

Union Pacific
to

Klamath Falls

Coquille

Funds provided under Oregon Laws 2001,
Chapters 906 and 942.



Central Oregon & Pacific Railroad, Inc.

ConnectQregon Application for

Track Improvements Project



Central Oregon & Pacific Railroad (CORF) CannectOregon Application

Attachment A;

AttBCDDlCDt Cl

Attachment D:

CORP Track Improvements

IskSepICpntentj

Application for CoRnec/Oregon Progreiu 2005-2006

CX3RP Track Improvement Public Benefit Brief

Economic & Social Benefit of Diverting Truck Traffic with CORP
Yard Improvements

CORP Track Project List Spreadsheet

CORP Track Improvement Public Benefit Analysis Spreadsheets



Central Oregon & Pacific Railroad
(CORP)

ConnectOregon Application



Application For Co/mecfOregon Program 2005-2006

PART A- Project Summary and Certification: Uaa this torn or a replica. Prmt and sign one original Attach
1 APPLICANT addHtanal text at the end as necessary Ktertffiedwrth the

rwuii onwspondhg question number.
ORBMOKnONNAUE

Central Oregon & Pacific Raflroad, Inc.
(DURESS

333 S.E Moaner
MTY. STATE AND HP CODE

Roseburg.OR 97470

PRWWW CONTACT PERSON AtO TITLE

Steve Hefley
TEU3UDNE

(541)967-2512
FAX

(541) 957-0686

2. CO-APPLICANT
MBANWnONNMIE

tDDREBB

3TY. STATE AND ZP CODE

PRMARY CONTACT PERSON AND TITLE

TBJS»HONE

FAX

3. PROJECT NAME AND LOCATION

Central Oregon & Pacific Railroad main line track improvements; Sbldyou, Rosebuig, & Coos Bay Subdivisions.

4. 8UUHARY OF PROJECT

Upgrade of the central Oregon & Pacific Railroad main Hnes.

5. COST SUMMARY*

a) ConmcfOregon Grant Amount

b) CofifieclOregon Loan Amount

c) Subtotal ConnecfOregon Funds

d) Match Amount

e) Other Fund Amount

f) Project Total

'Leave these Cost Summary
entries blank - they will fill In
automatically when Part C.4
of application is completed.

6. CERTIFICATION

I certHv mat Central Oregon & Pacific Railroad. Inc. . (applicant organization) supports the proposed project,
has the legal authority to pledge matching funds, and has the legal authority to apply for ConnecfOregon funds I further
certify that matching funds are available or wOJ be available for the proposed project I understand that all State rules for
contracting, auditing, underwriting (where applicable) and payment will apply to this project

PRINTS?

71M9MP14Q
CO APPLICANT SIGNATURE DATE



PART B-Applicant
1. CONTACT INFORM*

APPUCANT

ConnecfOregon Program
Application

ratifications

IB/ARE THE APPU
|X| YES QNO

(S) CURRENT ON ALL STATE AND LOCAL TAXES, FEES AND ASSESSMENTS?
O Explain.

PART C-Project
3. PROJECT DESCRl
as hard copy only.

iription
I AND PURPOSE: Summarize the projecrs description and purpose. Provide maps In 8 t/2-X 11" format

This project provides a less expensive transportation alternative for the Oregon forest products industry, white raducmg
the growth of heavy trucfc trips on Oregon roads and highways Preserving and rehabilitating the Central Oregon &

mam Bnes. and making them more efficient, will provide better track which can operate at higher
an Increase n overafl capacity for the CORP railroad system, with the assooated lower costs
to avoid diversion of lunber traffic to truck,

a two (2) year compfence agreement wtth the FRA to address the overall condition of CORPs
are committed to working with the various regulatory agencies. Including FRA and

RP may continue to provide safe and efficient rail transportation services to the public.
of this project are derived from determining the Increased efficiencies that these track
the railroad. These track Improvements win upgrade the overall condition of the track which

speeds white reduong slow orders. By increasing speeds and eliminating slow orders, trains
move more quickly, and service is accomplished In a more timely fashion. Presently, cars spend on the average 6 87
days between inbound i nd outbound interchanges These improvements will reduce that time by gp to one day. This
one day reductions Is ei unratent to a 17 % increase In the entire system capacity from 55.000 carloads per year to
64.000 per year.
Increasing the rail cart ad capacity provides Oregon forest products shippers a less expensive lower cost transportation

option, while avoiding additional truck trips This has advantage of lowering emissions, reducing highway congestion,
and decreasing fuel consumption

(continued on Addendu: n Page 8)

Pacific Railroad (C1

speeds. This wia result
for shippers, and the
CORP has entered i

tracks. CORP and Rai
ODOT, to ensure that
The quantifiable b

improvements wil bnng
wril allow for higher trai



4. CoiifiecfOregon (CO) Project Budget
SOURCES OF FUNDS: Ptoaw Identify the source and amount of moneys comprising your prefect budget hi terms of grante, bans,
match and other funds.

SOURCES:

a. ConnecfOregon Grant
i

b. ConnecfOregon Loan

c. Required Match (Grants-20% of
Total PrajecQ 1

d Other Leveraged Funds (2i

a. Other Leveraged Funds (Zfc

Other Non-Leveraged Funds (Describe)

g.Other Non-Leveraged Funds (Describe)

TOTAL*

AMOUNT PERCENT OF TOTAL DATE AVAILABLE

PI Please UeuuBxi the source and faming of the 20% natch shown above If applicabto Include the coat basis of property.

The 40 6% match wfD be provided by Central Oregon & Pacfflo capita) expendituBs cm track upgradea In Irw amount of $5,025̂ 12 In FY
2006.

dtf your project leveragea other funds beyond the ConnaaOregon grants, loam arid match required for y^
source, timing and baste fer valuing the other fund*. Leveraoed funds must be shown In 1(d) and 1(e) above.

USES OF FUNDS: Please Identify the proposed uses and amount of moneys comprising the project budget

USES:

Labor (Payroll)

Contracted Services (If Known)

Materials and Supplies

Capital Outlay (Land)

Capital Outlay (Buddings)

Capital Outlay (Equipment)

Other (Describe):

Other (Describe)

Other (Describe) m

Other (Describe),

TOTAL-

AMOUNT PERCENT OF TOTAL DATE AVAILABLE
. CALXEAR QUARTS*

$977,98600
:=^E=

$4,419,50800

$6,982.080.00

Totals lor Sources of Funds and Uses of Funds must be equal.



5. REAL ESTATE

6XACT ADDRESS OR LBQN. DESCRIPTION:

a IS PROP•ERTY OWNED BY APPLICANTS)? |XJYES D MO HJftcHAsEPMcE OKIE

b. IS PROPERTY TO BE PURCHASED?

a IS PROPERTY TO BE LEASED?

d. DOES THE PROJECT INCLUDE
EASEMENTS OR DONATED PROPERTY?

Provide any additional details here:

QYES

NO

No

NO

OKIE

Track improvements will be on existing raBroad right of way

PART D • Project Considerations
NOTE "The independent review consuttart who wffl evaluate the pra^ may consider other published or publdyavalablalnfbnnatlon
when conducting ton review

6. TRANSPORTATION COST REDUCTION: Describe how the project reduces transportation costs for Oregon
businesses

This project will reduce transportation costs for Oregon forest products Industries by providing and maintaining a toss
expensive transportation alternative Lower rail rates vs. truck wffl result In a savings of up to 917.000.000 per year.
This investment wfl make these Oregon Industries more competitive against other forest products businesses throughout

the Unfed States.
The existing track condition and track speeds CORP can only hamper future fntermodal connectivity as the demand for

ralteare grows. If the line cannot support an influx of additional red care to service Increased future demand, the number of
opportunities to increase industry output by shipping via rail is diminished.

7. MODAL CONNECTIVITY: Describe how the project benefits or connects two or more modes of transportation.

This project will provide an alternative to truck transportation for Oregon businesses by making the CORP more efficient,
and capable of handling more carloads of traffic.
The avoided truck trips will result in reduced highway congestion from truck In the Roseburg area. The avoidance of up

to 63,000 annual truck trips wdl result m avoiding an Increase m the tnx* Average Annual Daily Traffic (AAD"0 of up td
4%.
The applicant proposes to quantify the improved connectivity by showing the Increase In forest products carloads.



8. STATEWIDE OR RE
or regional transportafior

ilONAL TRANSPORTATION LINK: Describe how the project creates a critical link in a statewide
system

This project wffl connec
reduce* congestion on
congestion wffl be State
9,000 per year.
The applicant proposes

creation.

9. COST BORNE BY Al
CofinecfOregorfe minim

t Oregon businesses to the national ran system, making them more competitive. Using raD
IB highway system while lowering transportation costs for the businesses The reduced
Me by avoiding up to 63,000 additional annual buck trips on I-6 by increasing raD carloads up to

to quantify the Improvements n terms of additional carloads of forest products carried and job
i

P1JCANT{S): Provide the amount by which the project wiB exceed.or. provide a match beyond
m grant-match requirement of 20%.

S ptovibea-by XJentfai Oregon & Pacific capital expenditures ofl track upgrades in the amount f

id the ablbiy'pf the appfcant to finance with outside sources due to the tow rate of return tf

10. PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION: Describe how (he project creates and retains
permanent and construction jobs in Oregon

Job estimates are derated from a previous study conducted on the Impact of a CORP Winchester Rafl Yard construction
project base on a percentage of the carioad growth of that project
Construction Jobs1

wou
Other Direct Jobs, Not
average of up to 571 rei

Thes^wdl be primarily llnvted to a track construct This
months.

{totaling Construction: This project will provide infrastructure that could result In the creation of an
road and forest products industry Jobs per year In the Southwest Oregon Region.

reDroadernploymeritbcouldtogrowfrorn121Jobsto137Jobs. This employmentAs a result of this projeft Improvement,
increase Is directly relat td to the expanded capacity provided by the project and win not take place without the
Improvements. The aw rage annual wage of new CORP raP Jobs Is estimated to be 955,000 based "on 2005 year end data
and. forecasted 2006 tn nds.

(continued Addendum F age 9)

11. ANTICIPATED CONSTRUCTION START DATE OR EQUIVALENT: 1 January 2006

12. ANTICIPATED PROJECT COMPLETION DATE: 31 December 2007



13. CONSTRUCTION READINESS: Provide a project tfmeDne and describe where the project te on this flmehne In relation
to planning, design and permuting Issues.

The project requires no rezonlng, land use permHs, or environmental approvals

14. PROJECT OPERATIONS: How will the ongoing maintenance, operation and replacement of the project be financed?

The maintenance operation and replacement of the project wU be financed by the Central Oregon & Pacific Railroad
capital expenditure program Those funds win be provided by the additional revenue received as a result of this project

15. OTHER CONSIDERATIONS AND INFORMATION: Descnbe any other considerations and Information you would like
taken Into account about the project
The project uses the effidendes of raJ to reduce emissions and fuel consumption vs. truck. This will result n avoiding

sddtonal emissions, and savings of 1 mitton gallons per year In dwseltuel consumption.



PART E - Supporting Materials: Provide a list here of supporting materials that will be provided as part of your
hard copy submission.

Tin following additional materials are provided In the hard copy application:

Attachmenf A: CORP Track Improvement Public Benefit Brief
Attachment B. Economic & Sodal benefit of Diverting Truck TrafBow* CORP Yard Imrjrovements
Attachment C: CORP Track Project List Spreadsheets
Attachment D: CORP Track Improvement Public Benefit Spreadsheets



ADDENDUM PAGE 8: Attach additional text here as necessary, Identifying the corresponding application question number
you are completing.

PART C-3: PURPOSE

Aside from reducing rail traffic congestion and shipping costs, the project wU also foster benefits for the community of
Rosebiirg Faster trains spend less time blocking grade crossings. This has the impact of reducing traffic congestion in
central Roseburg, improving emergency vehicle response times. Improving air quality, and reducing fuel consumption In
the community ]

The CORP b comprised of approximate^ 439 mites of mainline These Improvements would consist of providing heavier
ral. replacing ties, replacing turnouts, ftiidgfejarta.tun'KeJ Improvements1, surfacing and smoothing the roadbed, and
providing for signal improvements. The major components of tfils upgrade program are as follows:

- Relay 79,060 LF of curve worn rail on various curves on the Roseburg, SieWyou. and Coos Bay Subdivisions.
- Relay 141,122 LF of 90? Jointed ran with 112* or larger Continuous Welded Rail on the Roseburg Sub.
- Replace 85.358 defective cross ties
-Surface 111 mites of track
- Renew Old Hwy 99 creasing at MP 557.3
- Replace 249 switch tieslat various locations
- Replace 5 turnouts at Dillard Yard
- Make repairs on various; bridges based on the annual bridge inspection
- Eliminate remaining pole One and replace wtth etedracode
- Grind 83.84 Pass mites between MP 40316-487
- Rep t̂ufifteyifllr̂ lrî Mnwas. 13/IS.lana 20Wi,the GoosBay Subdivision4

- ErimlnatB 3*50 Joints In welded rail

The CORP vwD complete! the following projects in FY 2006 as the match for the funds:

- Relay 79,060 LF of curve worn rail on various curves on the Rosebuig, SlsWyou, and Coos Bay Subdivisions.
- Relay 62.0632 LF of 90* jointed rail with 136# Continuous Welded Rail on the Roseburg Sub.
- Replace 35,358 defective cross ties
-Surface 80 mfles of track
- Renew Old Hwy 99 crossing at MP 557 3
- Replace 249 switch' toes at various locations
- Replace 6 turnouts atDiUard Yard
- Make repairs on various bndgea based on the annual bridge Inspection
- Eliminate pole Bne and replace with dectracode

The following are the projects proposed for the ConnectOregon grant fundfijn order of priority^

- Replace 50,000 defective cross ties
- Surface 31 miles of track
- Rfeffeir.tunnel lining,in t0nrielBj.3;.15, and 20 on the Coos Bay Subdivision
- Relay 79,000 LF of 90#| jointed rari with 112# or larger Continuous Welded Rail on the Roseburg Sub.

Make repairs on various bridges based on the annual bridge inspection
Eliminate remaining acflve pole fine and replace with etectracode
Grind 83 84 Pess miles-between MP 403.16 - 487
Eliminate 350 Joints fn welded rail

i contribute to the higher trains speeds £



ADDENDUM PAGE 9: Attach additional text here as necessary, Identifying the corresponding application question number
you are completing.

PART D - 1th PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION.

Our analysis Indicates that with added rail capacity, employment In the forest products Industry could expand by 550 jobs
over the 20 year period following completion of the proposed project Forest products Jobs created are estimated at
$42,408 per year based on computer, modeling estimates. These wages are above the State average and al direct jobs
are expected to be famHy wage Jobs.

We believe that the UadtonJ-VUhfte CHy areas and tr« No* SpH area of the Port of Coos Bay pmsent the greatest
potential lor attracting new Industries and famBy wage jobs to the CORP. Since 2002, the following new Industries have
located on CORP:

Company Jobs Year

Louisiana-Pacific (Panel Products). Rogue River 40 2002
Wesfwood, Reedsport 30 2004
McGovem Metals. Roseburg 6 2004
HFP TransloadDng, Grants Pass 4 2004
American Bridge. Reedsport 120 2004
Goshen Reload, Goshen 4 2005
Southport Lumber, North Bend ' 70 2005
South Coast Lumber, Merlin 2 2005
Amy's Kitchen. Central Point 200 2006
Williams' Bakery, Springfield 275 2006

Total New Customer Jobs 751

Without the additional improvements offered by the track projects; this pace of Industrial development may lessen as
customers seeking rad service are forced to consider raBroads in other geographic areas as an alternative to the
operational capaoty constrained CORP.
Indirect and Induced Jobs: In addition to the direct Jobs described above, we estimate that the project could create an
additional 1,523 Indirect and Induced jobs per year over the 22 year period Indudlra constnictim
mprovernents.



ADDENDUM PAGE 10: A tech additional text here as necessary, identifying the corresponding application question
number you are cwnptetin |

10



ADDENDUM PAGE 11: Attach additional text here as necessary. Identifying the corresponding application question
number you are completing.

11



ADDENDUM PAGE 12: Attach additional text here as necessary, Identifying the corresponding appBcabon quesfion
number you are completing.

12



Attachment
A:

COJRP Track Improvement Public
Benefit Brief



Public Benefit
Central Oregon & Pacific Railroad Track

Improvements

• Avoided Social Costs from Additional Truck Trips r

(Congestion, air pollution, noise, and accident):

o Total: $8,600,000
o Net Present Value (7% Gov't discount Rate): $4,200,000

• Reduced Traffic Congestion:
o Avoids Up To 63,000 Annual Track Trqis
o Reduces Truck Avenge Annual Daily Traffic (AADT) In Roseburg area

by up to 4H

• Reduced Emissions:
o Decreased NOx emissions by 35 tons in 2012

• Reduced Fuel Consumption
V o Decreased Fuel Consumption by up to 1 Million Gallons Annually by

2015

• Reduced Costs to Shippers
o Reduces transportation and logistics costs by up to $17,000,000 per year

for Oregon forest products industries.



Attachment
B:

Economic & Social Benefit of
Diverting Truck Traffic with CORP

Yard Improvements



Economic & Social Benefit

of

Diverting Truck Traffic

with

Central Oregon and Pacific Railroad
Track Improvements



, Track Improvements

Public Benefit from Marginal Cost Avoidance of Additional
Truck Trips

The public benefit of the proposed CORP track improvements is based on avoidance of
marginal highway costs. Itese costs are from the impact of each additional truck upon
Oregon freeways (1-5). As Oregon recovers most costs associated wfth additional
pavement damage, the costs evaluated are the social costs including congestion, ak
pollution, noise, and accidents.

The 2005 base year carload traffic was over 52,000 carloads. Existing maximum
mainline capacity Is approximately 55,000 carbads per year. The proposed track
improvements yard would increase mat capacity to approximately 64,000 carloads per
year.

Each cartoad generates the eqiiivatent of 3.5 baded truck trips. Since lumber (the
major commodity moved by CORP) uses unique equipment, the possibility of a backhaul
is nil, and this empty backfaaul is also attributed to a cark^ for another 3.5 trips.

The marginal costs are calculated by multiplying a cost factor per mile for each truck
trip, based on truck weight, and urban/rural freeway dcsignatkjn. Hie lighter weights
were used to calculate'the empty backhauL "the diverted truck traffic would use a mix of
1-5 northbound or southbound. The total truck trips were evenly split between
northbound and southbound. The calculations are on the spreadsheets associated with
this study.

The results are calculated with a carload growth rate of 5% and a Government discount
rate of 7%. Im^grvesanetpiesentvahieofmcpublKbcne&sfromavokfcdinargind
costs of $4,200,000.
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The addit anal truck trip from the Roseburg area wDl be 100 miles to the closest rail
transload fe ality. The majority of this mileage is classified as rural Baseline
calculation or the study will be 3.5 tnicklnads per carload, plus die backhaul Loaded
trucks are c insidered 80k and the empty at SO k.

Costs per Aiile excluding pavement damage are $0.071 S per mite for rural 80k truck
(load), and
each way a counts for $13.93. TTwrefore, each carload saves 3.5 x $13.93 or $48.75
within the

Assuminj; 5% freight rail traffic growth, total social costs avoided from 2008 through
2027 are $b*,600,000. Total social costs considering 7% annual discount rate are
$4,200,000

50.0678 per mile for rural 60k truck (empty). Each truck trip at 100 miles

itate of Oregon.



Additional Truck Trips Avoided

•fte track improvements would ovoid additfanal truck trips associated with the shift
from rafl to truck. Many of the trips would move to another railroad transload ficility,
white others would bo entirerytruck and cross the state line. The estimates used in this
study were conservative in that they limited the additional track trips to 100 miles from
the area of Roseburg. Trips were evenly split between northbound and southbound on I-
5 in the vicinity of Roseburg. This assumption gives the most conservative estimate for
track traffic impacts.

The yard will reduce additional annual truck trips on 1-5 by approximately 63,000 by
2015. Most of these truck trips would increase the Average Annual Daily Traffic
(AADT) in the area of Roseburg. Truck increase is 2% northbound in 2024, and 4%
southbound in 2018.

Reduced Emissions

New requirements for improved diesel emissions technologies will reduce emissions
for both truck and rail But even with these improvements* rail has a lowered rate of
emission per ton-mile. For NOx, the BSliiiiHlrcl reduction in emissions for the year 2012
as a result of avoided truck trips is .4 grams per ton mile. Based upon a count of
165,000 ton-miles, thereductbn amounts to 35 tons ofNOx in 2012

Reduced Fuel Consumption

Diesel engine design has resulted decreased fuel consumption for, both truck and
locomotive engines. But using existing fiiel consumption rates, the yard could reduce
increased fuel consumption due to additional truck trips by up to 1 minion gallons per
year by 2015.

Lower Shipping costs.

Using the LA Basin as a major consumption market for forest products, analysis shows
a transportation rate differential of $1900 per carload for truck vs rafl. This estimate is
conservative hi that many shipments have an even longer length of haul. The additional
logistics costs which could be borne by the forest products industry would be in up to
$17,000,000 per year.



/ Attachment
C:

CORP Track Project List Spreadsheet
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CORP Rail Projects
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CORP Rail Projects
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Applteation'Fort̂ necfOregon Program 2005-2006
rCU f̂lfD^

PART A- Prefect Summary andeiUflcatlon: t this fbnn or a repOca Print and sign one orlginaLAtt̂
1 APPUCANT "' "' •• ' acfcttronal text at the efid as necessary Wenbfietfwfth the

IT * corresponding question number.
ORQAMUmONNMIE

Central Oregon & Pacific Railroad, Inc. '
UJORESS

333 S.E Mosher
7TY, STATE MO ZIP CODE

Roseburg.OR 97470 ; f „

PMIMRT CONTACT PERSON ANDTTTLE

Steve Hefley
TEL£PHONE

(541)957-2512
HOC

(541)967-0886

2. CO-APPLICANT
JRQANBXnCNNNME . . ]•

i

ODRESS

JTTY, STATE AND a* CODE •

PRMART COKTACT PERSON ANDTtTLE

TEiEPHGNB

FAX

X PROJECT NAME AND LOCATION

Oregon & Pacific Railroad main line track improvements, SlsWyou, Roseourg, & Coos Bay Subdivisions.

4. SUMMARY OF PROJECT

upgrade of the Central Oregon & Pactnc Railroad man Knee. This Includes a request of gram money wimm Region z on
heamwjrt"of$1,477.4W)ajidRegk)n3(lntheafnourrtof$5.87e^70). Oetaied Wbrmation regarding projects to be
ampteted in eactfReglon is contained in Attachment C: which Is made part of Into Application. Also see page 3.

5. COST SUMMARY*
i

a) CcfinecfOregon Grant Amount

b) Con/MCfOregon Loan Amount

c) Subtotal ConriectOnQon Funds

d) Match Amount

e) Other Fund Amount

0 Project Total

'Leave these Cost Summary
entries blank - they will fill In
automatically when Part C.4
of application Is completed.

6. CERTIFICATION

i certify that Central Oregon & Pacific Railroad. Inc (applicant organkatton) supports the proposed project,
has the legal authority to pledge matching funds, and has the legal authority to apply for OonnecfOregon funds. I further
certify that matching funds' are available or wffl be available for the proposed project I understand that an State rules for
contracting.' auditing,1 underwriting (where applicable) and payment wffl apply to this project

73VOM9C11-OB)
CO APPLICANT 8HNATURE DATE



4. CofmecfOregon (C0) Project Budget
Plepn kjentty the source and amount of moneys ccimpnwig your project bodp^mtenrw of 9rantB,kwtt,SOURCES OF FUNDS:

match and othef funds.

SOURCES:

a. ConfiecfOregon Grant

b. Con/wcfOregon Loan

c. Required (Match (Grants-
Total PtqecQ 1

d.Ottwr Leveraged Funds 121

e. Other Leveraged Funds 12J

. Other Non-Leveraged Fu ds (Describe)

20% of

£1) Ptease describe the •ource

TOTAL"

AMOUNT PERCENT OF TOTAL DATE AVAILABLE
CALYEAR OAMRTB1

$7,353,7e2.0(

$5,025,B12.(X

2007 1s!

2006

and tiring of the 20% match shown above tf applicable fndudath» coat bans of property.

The 40 6% match wiH be proi ded by Central Oregon & Pacific capital expendRures on track upgrades m the amount* of $1,008.768 wWun
Region 2 and $4.016,044 within Region 3 (Mel of $5,025.812) In FY 2006

{ZjffyourpiDjed leverages owwndB beyond ttieCb^^
source, timing and baste for valuing the other (Undo. Lewragad ftjnds must be atiown In 1(d} and 1 (e) above

USES OF FUNDS: Please Identify the proposed uses and amount of moneys comprising the project budget

USES:

Labor (Payroll) i

Contracted Sendees (If Known)

Materials and Supplies j

Capital Outlay (Land) !

Capital Ouflay (Buddings)

Capital Outlay (Equipment)

Other (Describe):

Other (Describe)

Other (Describe)-

Mher {HAW-phe);

TOTAL*

AMOUNT PERCENT OF TOTAL

$977,98600

for Sources of Funds and Uses of Funtts must b* equal.





Oregon Department of Transportation

CofinecfOregon FAQ

ConnecfOregon II - 11/13/07 Update

1. General Information

a. What is ConnecfOregon?
ConnecfOregon is a lottery bond-based, initiative to invest in air, rail, marine, and transit
infrastructure to ensure Oregon's transportation system is strong, diverse, and efficient

b. Who ultimately benefits from ConnecfOregon projects?
All Oregonians will reap the benefits from enhancing Oregon's transportation infrastructure
Residents and businesses, as well as the environment, will benefit by having a more efficient,
productive transportation system that improves Oregon's business environment, ultimately
leading to more jobs and a more sound economy

c. Will ConnecfOregon benefit only urban areas?
No Projects in all parts of the state will be considered for funding The ConnecfOregon
legislation (House Bill 2278,2007 Regular Session) requires that at least 10 percent of the
funds be allocated in each of the five regions (regions are geographic groupings of counties,
see www oreaon aov/COMM/CO/index shtmh

2. Communications and Outreach

a. Who are some of the key stakeholders in ConnecfOregon?
Key stakeholders include the businesses that will benefit from the projects made possible by the
investments, representatives and advisory groups from the eligible transportation modes, freight
shippers and carriers, business organizations, municipalities, and the environmental community

b. What communication channels will be used?
A ConnecfOregon Web site (www Oregon gov/COMM/CO/mdex shtml)) that contains
background and current information is available through the ODOT Web site Five informational
meetings for all interested parties will be held during the application period throughout the state
(one meeting in each geographic region identified in the ConnecfOregon legislation) These
meetings will provide information regarding the application and application process ODOT is
also maintaining a list of individuals and groups who want to receive regular e-mail updates,
information about how to get on the mailing list is on the ConnecfOregon Web site

For updated information on highway work and current travel Information throughout Oregon, visit
www.tnpcheck com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www Oregon gov/ODOT
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c. How can applicants and other interested parties keep current on
progress or changes in this program?
To receive email updates regarding the ConnecfOregon II process please sign up for the
electronic mailing list at htto //listsmart osl state or us/mailman/listinfo/connectoreaon-news The
ConnecfOregon Web site will contain updates as well as other important information Everyone
on the email list will receive notification if new FAQs are added after the opening of the
application period

3. Project Eligibility

a. What considerations will be used to evaluate projects for
ConnecfOregon funds?
In selecting transportation projects, the Oregon Transportation Commission will consider the
following

• Whether a proposed transportation project reduces transportation costs for Oregon
businesses or improves access to jobs and sources of labor,

• Whether a proposed transportation project results in an economic benefit to this state,
• Whether a proposed transportation project is a critical link connecting elements of

Oregon's transportation system that will measurably improve utilization and efficiency of
the system,

• How much of the cost of a proposed transportation project can be borne by the applicant
for the grant or loan from any source other than the Multimodal Transportation Fund, and

• Whether a proposed transportation project is ready for construction

b. Are projects that can be funded by fuel and motor vehicle tax revenues
eligible for ConnecfOregon funding?
No Projects eligible for funding from revenues described in section 3a, Article IX of the Oregon
Constitution, e g , the Highway Trust Fund, are not eligible for ConnecfOregon funding If a
highway or public road element is essential to the complete functioning of the proposed project,
applicants are encouraged to work with their ODOT region, city or county to identify the
necessary funding sources

c. Can a publicly owned road be part of a ConnecfOregon project?
Yes, but no ConnecfOregon funds can be used for improvements that are otherwise eligible to
be funded by highway fund revenues

d. Is a project eligible if it contains an element eligible for state highway
funds?
Yes However, only project elements not eligible for state highway funds are eligible for
ConnecfOregon funding therefore, the application should be for the other project elements The
ConnecfOregon program encourages submission of projects that include a component
connecting one mode to another

For updated Information on highway work and currant travel information throughout Oregon, visit
www.trlpcheck com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www Oregon gov/ODOT
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e. The bill says "Transportation Projects" are eligible for funding. Does that
include all the modes and types of projects and facilities defined in the
ORS?
No Only rail, marine, aviation, and transit projects are eligible

f. Is dredging an eligible activity, if needed to deepen an existing port to
serve larger ships?
Most dredging is considered a maintenance activity Bonds are the source of Co/mecfOregon
funds It is generally not considered good practice to fund operations or maintenance activities
with bond proceeds The reviewing committees will consider this during project selection To
present a strong application, the applicant should demonstrate that the dredging would achieve
a new depth as opposed to restoring previously reached depths

g. Are capital equipment purchases eligible projects?
Yes

h. Will applications be considered for a combined government and private
project?
Yes For pnvate entities, a lien will be granted and a deed of trust (for real property) or a security
agreement (for personal property) will be executed to effect such a lien

I. May a private entity or public agency submit multiple project
applications?
Yes

j. Can applicants submit projects that are not yet fully funded?
Documentation of how the entire project will be funded must be submitted with the application
During the project selection process, ODOT anticipates the review committees will consider
whether a project is ready to begin work

k. What is the extent to which a project can include aspects other than
construction of physical improvements?
Projects may be a combination of real estate, capital infrastructure, capital equipment,
professional services (e g architectural and engmeenng services), or other expenditures Non-
capital project expenditures are not prohibited, but it is generally not considered good practice to
fund non-capital assets or services with bond proceeds A more expensive form of bonding is
required for predominantly non-capital projects

I. Can projects that were not selected for funding under ConnectOregon I
apply for ConnectOregon II funds?
Yes, they can reapply

For updated Information on highway work and currant travel information throughout Oregon, visit
www tnpcheck.com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www.oregon gov/ODOT
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m. If an applicant received ConnectOregon I funds, will it count against that
applicant In ConnectOregon II?
No

n. Are projects that are physically located outside the state eligible?
No

o. What level of design has to be completed prior to application submittal?
Zero The application includes a detailed checklist that covers the applicant's planning efforts
Applicants should demonstrate they have the knowledge and management ability to complete
the project and that the project concept is feasible However, applicants should keep in mind
that readiness for construction is one of the review considerations

4. Application Process

a. What process will be used to submit a project for Co/mecfOregon II
funding?
All project applications will be submitted to ODOT It is expected that application period for
ConnecfOregon II will open in early September 2007 and close in late November Interested
parties should watch the ODOT Web site and add their names to the ODOT email list of
updates and notification http //www oreaon aov/ODOT/COMM/CO/index shtml
To receive automatic notification of updates sign up for the our e-hst at
http //listsmart osl state or us/mailman/listinfo/connectoreaon-news

b. Will ODOT and the Aviation Board or the Oregon Economic and
Community Development Department perform an initial assessment on
project applications?
Yes ODOT and the other agencies will initially screen all projects for completeness and
reasonableness

c. Will ODOT assist applicants in the project submission process?
ODOT will not provide assistance to applicants since ODOT is administering the project
selection process

d. Should applicants obtain letters of support for their project?
Yes Letters of support from community and business supporters as well as affected local
governments will be helpful to the OTC as they make their decisions They should be addressed
to the project applicant Letters of support and letters of intent to use the project are specifically
requested in the project application

e. Are design costs eligible for project funding?
Yes

For updated Information on highway work and current travel information throughout Oregon, visit
www trf pcheck com, or call the Oregon road report at 511 or (800) 977-6368.

Visit the ODOT News Media Center at www oregon.gov/ODOT
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f. How can applicants or other Interested parties follow up on a project's
application status after it has been submitted?
Basic information on all projects under consideration will be posted on the ConnecfOregon Web
site

g. Are there questions in the application that do not apply to all modes?
Yes To address all of the considerations in a structured question format, the application is
written with some questions that focus on only one mode of transportation There may be some
questions that do not apply to all projects Applicants will not be penalized if they cannot answer
a question that does not apply to the project (e g Freight rail projects will not be expected to
answer questions regarding passenger movement)

5. Project Selection

a. What process will be used to select a project for ConnecfOregon II
funding?
The OTC will solicit project recommendations from the Oregon Aviation Board, the Freight,
Public Transit, and Rail Advisory Committees, the Marine Project and Planning Advisory
Committee, as well as the Area Commissions on Transportation A public hearing is planned for
May 2008 where any member of the public or interested party may provide comment on
ConnecfOregon projects to the OTC before the Commission makes its project selection
decisions

b. Who are the members of these designated advisory groups?
Membership lists for the designated advisory groups are maintained by several state agencies,
please check the following Websites for the membership lists for the respective advisory group

Aviation Board, Oregon Department of Aviation htto //www oreaon aov/Aviation/board shtml

Oregon Freight Advisory Committee, ODOT Freight Mobility Section
http //www oreaon aov/QDOT/TD/FREIGHT/OFAC Membership List shtml

Rail Advisory Committee ODOT Rail Division
htto //www oreaon aov/ODOT/RAIL/RailAdvisorvCommittee shtml

The Public Transit Advisory Committee, ODOT Public Transit Division
http //www oreaon QOv/ODOT/PT/ABOUT/PTAC/next meeting shtml

The Marine Project and Planning Advisory Committee, Oregon Economic and Community
Development Department http //econ oreaon aov/ECDD/boards shtml

Membership on some of these committees may change before the review process begins -
check these sites during review for any additional information

For updated Information on highway work and current travel information throughout Oregon, visit
www tnpcheck com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www Oregon gov/ODOT
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c. Must projects be Initiated by the designated advisory groups?
No Submission of eligible projects is open to any entity whose project fits program
considerations

d. When will projects be selected?
ODOT anticipates that the OTC will approve a list of projects for funding in June 2008

e. How will the 10 percent regional allocations be met if there are multiple
project application periods?
There will be only one project selection period during which all $100 million will be awarded,
including the 10 percent regional allocation requirement

f. What if $10 million worth of projects is not submitted for every region?
Given the need for transportation system improvements throughout the state, ODOT anticipates
that each region will submit at least $10 million in project requests A delay in one of the regions
will not affect progress in the others

g. How much time will the advisory boards and committees have to
evaluate applications?
ODOT expects to post information on all project applications that are found to be complete and
eligible on the ConnecfOregon Web site by early January 2008 The advisory organizations will
each have approximately six weeks to make project recommendations

h. How will projects from different modes be fairly compared and
evaluated?
The OTC will consider the projects that are in the best interest of the state's transportation
system

I. Are there any funds set aside for specific public entities?
No

j. How will marine projects be selected?
Marine projects will be given the same consideration and go through the same process as other
projects, all applications will be received by ODOT Prior to selecting marine projects, the OTC
will solicit recommendations from the Marine Project and Planning Advisory Committee

k. How will Area Commissions on Transportation be involved in project
review?
ConnectOregon legislation does not define a role for Area Commissions However, since funds
are allocated by region and advice is requested by mode in the legislation, OTC is inviting
groups of Area Commissions to work with potential applicants within each ConnectOregon
region to identify projects that will be good candidates for Connec/Oregon funding The
administrative rule enables this broader consultation The Area Commissions are expected to
play an important role in working with project applicants and interested parties in their regions to
help shape regional pnonties The Area Commissions will have about six weeks to conduct their

For updated Information on highway work and currant travel Information throughout Oregon, visit
www trlpcheck.com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www Oregon gov/ODOT
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review to make recommendations The ACTs' review will follow the modal advisory committees
review

I. There Is no ACT In the Portland metro area - how will Input be provided
from here?
A special purpose committee that will include the business community, JPACT members, and
representatives from Columbia and Hood River Counties will be created by the OTC for the
purposes of ConnecfOregon project review in this area It will disband after making
recommendations

m. How will the project recommendations from groups of ACTs and the
modal review boards and committees be brought before the OTC?
The ODOT Director will convene a committee composed of the representatives from the modal
committees and ACTs to bring all the recommendations from the various reviewers into a
unified proposed list for adoption by the OTC An OTC public hearing will be held in May 2008
to consider this "final review" committee list

n. Are the five considerations equally weighted?
There is no differentiation in the legislation, however, the OTC will ask review committees to
identify the first three considerations (in the order listed in HB 2278) as strategic considerations

o. Why is ODOT using considerations as opposed to criteria - was that
inherited from the bill?
The term considerations is used in the legislation

p. Are joint sponsorship applications permitted?
Yes Joint applications are acceptable from any combination of public-pnvate, pnvate-pnvate, or
public-public partnerships

6. Project Funding Administration

a. Who will administer ConnecfOregon funds?
ODOT is responsible for administering Co/mecfOregon funds

b. Will the entire $100 million in project funding be available to applicants
at once?
No, funding will be provided to project applicants on a reimbursement progress payment basis
Exact terms will be negotiated with each project applicant

c. Who will determine if a project will be funded by a grant or loan?
Applicants should state their preference, but the Oregon Transportation Commission will
ultimately decide

For updated Information on highway work and current travel information throughout Oregon, visit
www tripcheck com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www Oregon gov/ODOT
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d. Will project applications be accepted for a grant and loan combination?
Yes

e. What If a project provides benefits to multiple regions?
This type of project has some competitive advantages, other things being equal Specify the
regions it's in and what regions it benefits, if different

f. What is the matching funds requirement?
Co/inecfOregon legislation directs the OTC to consider how much of the project cost can be
borne by the applicant Grant recipients must provide at least 20 percent of project cost in
matching funds

g. Can federal funds be used as matching funds?
Yes

h. Please clarify the rules and requirements for the 20 percent match
required for grant applications.
1) An applicant does not have to demonstrate that they have 20 percent of the project costs in
cash up front or in a bank account
2) An applicant must pay for 20 percent of the project costs, which include elements necessary
for implementation, e g land, excavation, permits, engineering, payroll, special equipment
purchase or rental
3) Project costs that were paid for by the applicant prior to the agreement effective date can be
used as part of the match, but are not eligible for reimbursement
4) "Value" of an item, e g land or special equipment, isn't part of the match The applicant's out-
of-pocket payment to purchase the land or buy/rent the special equipment can be part of the
match and must be specified in the application If an applicant previously purchased a parcel of
land, it is his/her payment when the land was purchased that is part of the match, not how much
it would cost today to purchase the land
5) Project elements that are donated to the applicant, e g ROW, land, equipment (even if the
donation was done to benefit the project) are not part of the match Donations are considered
an in-kind contribution, not "moneys"
6) If an applicant has a monetary outlay for something that is required for the transportation
project, then that payment can count towards the 20 percent match

i. Can estimated operational revenues for the built project be used as
matching funds?
No, and the applicant will need to demonstrate that funds to operate the project or facility are
available

j. Will Federal NEPA requirements apply?
National Environmental Policy Act requirements will apply if they are required by the federal
agency involved in the project

For updated information on highway work and currant travel information throughout Oregon, visit
www tnpcheck.com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www Oregon gov/ODOT
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k. Can ConneclOregon funds be used in combination with a variety of other
funding sources to complete a project?
Yes The funds can be used in combination with federal, state, local, and private sources to
finance the project

I. Will ODOT require a lien or other assurance of applicant/project viability?
A recorded lien will be required to protect the state's interest if a private firm or local government
goes bankrupt or is sold This will be a component of the agreement executed between ODOT
and the successful project applicant

m. Is there a timeline In the CofinecfOregon program that says when funds
must be spent on awarded projects?
No However, how soon a project can be constructed is one of the considerations the Oregon
Transportation Commission will use to evaluate projects for funding Once a project is selected,
the Agreement with ODOT will include specific dates, based on the application

n. When airports apply for FAA grants, there are grant assurances that
must be met. Is there anything like that required for ConnectOregon II
grants?
Yes Project completeness and operating assurances are a part of project agreements A draft
grant agreement is included in the application packet Applicants must be willing to sign the
agreement prior to receiving funds

o. Can previously received government grants, loans, or other types of
federal, state, or municipal aid previously awarded to a transportation
facility qualify toward the matching funds necessary for a ConnectOregon
grant?
Yes Previously received government grants, loans, or other types of aid may be used as match
However, the exact nature of these funds will need to be reviewed on a case-by-case basis
This review will be conducted throughout the application review process and finalized during
negotiations of project agreements An important consideration, when evaluating previously
received government grants, loans, or other types of aid, is whether other funding is contingent
on receiving ConnecfOregon funds or are they secure regardless of receiving COII funds
Previously received funding should be secure regardless of receiving ConnectOregon funds

7. Loans

a. What are the loan term, interest rate, and payback schedule on project
loans?
Loan terms and conditions will be negotiated as part of the underwriting process

b. Are loan project applications required to Include matching funds?
No

For updated Information on highway work and current travel Information throughout Oregon, visit
www.trlpcheck.com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www.dregon gov/ODOT
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c. Are there other unique requirements for loan applications?
Yes Loan applications must meet reasonable credit underwriting standards, including
evaluation of project feasibility and risk, repayment capacity, collateral, and the applicant's fiscal
performance and operational capacity to manage the project

d. Will loans be reimbursed on the same basis as grants?
Loan agreements, including repayment schedules, will be treated on a case-by-case basis
regarding disbursement and reimbursement of funds This will be addressed in individual project
contracts

8. Project Management

a. Who will manage the physical construction of the selected projects?
The applicant is responsible for constructing its project, including obtaining all required permits
and approvals

b. How are unavoidable cost overruns to be handled?
Once a project has been selected, the applicant is responsible for completing the project as
proposed for the funding provided There is no provision for the applicant to receive additional
funds if project costs are higher than estimated The applicant will be responsible for making up
any funding deficiency If the project cannot be completed with the funds allotted, the OTC may
cancel the project and award the funds to another project

c. Will elements of projects completed by private applicants as a part of a
public/ private partnership be subject to the prevailing wage rate?
ODOT cannot make these determinations, the determination of whether any specific project is
subject to the prevailing wage rate depends on the details of the specific project Each
applicant, and their legal counsel, has to make prevailing wage rate determinations based on an
application of the facts to the law

Applicants must comply with all relevant state laws, including the prevailing wage rate law, ORS
279C 800 to 279C 870, as amended by House Bill 2140 (2007) House Bill 2140 establishes a
procedure to request a determination by the Commissioner of the Bureau of Labor and
Industries to determine whether "a project or proposed project is or would be a public works on
which payment of the prevailing wage rate is or would be required under ORS 279C 840"

9. Multi-modal Study Fee

a. The bill says each recipient must pay a fee of two percent of the
recipient's total project costs to ODOT. What is the definition of "total
project costs?"
Based on the proposed administrative rule, the "total project costs" will be the sum of the
ConnecfOregon grant, CormecfOregon loan, and the required 20 percent match for grants

For updated Information on highway work and current travel information throughout Oregon, visit
www trlpcheck com, or call the Oregon road report at 511 or (800) 977-6368

Visit the ODOT News Media Center at www Oregon gov/ODOT
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In the proposed administrative rules, "total project costs" is defined as the funds received from
the Multimodal Transportation Fund program plus the required 20 percent matching funds, if
applicable For example

A recipient approved to receive $100,000 in grant funds is required to provide a 20 percent
match le $25,000 The "total project costs" is $125,000, the two percent fee is $2,500 (For
the match amount, a recipient needs to use at the total dollar amount, $100,000 / 0 80 =
$125,000. $125.000 * 0 20 = $25,000 )

A recipient approved to receive $100,000 in loan funds does not have a required match to pay
The "total project costs" is $100,000, the two percent fee is $2,000

Project costs bom by the applicant that exceed the required 20 percent will not be considered a
part of the "total project costs" used to calculate the two percent fee

b. How will the 2 percent fee be paid to ODOT?
The two percent fee is an eligible project cost for Co/mecfOregon funds As such, the
agreement between the recipient and ODOT will include a provision for the fee to be paid
directly to ODOT from the recipient's ConnecfOregon funds

c. What will the 2 percent fee be used for?
The Oregon Legislature established the fee and directed the department to use the funds to
conduct a statewide multimodal study of the transportation system The study will include an
assessment of the infrastructure, capacity demand and constraints, development of criteria for
strategic investments and return on investment and identification of potential funding sources
and strategies

For updated Information on highway work and current travel Information throughout Oregon, visit
www trlpcheck com, or call the Oregon road report at 511 or (800) 077-6368

Visit the ODOT News Media Center at www.Oregon gov/ODOT
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JOHNSON John R

From: james adams@dot gov

Sent: Friday, October 27, 2006 7 36 AM

To: tim blaylock@dot gov, jeremy johnson@dot gov, james adams@dot gov, harvey armes@dot gov,
craig clarke@dot gov, susan dodds@dot gov, paul gangstad@dot gov, nchard hasbrouck@dot gov,
robert hirsch@dot gov, Steve jasso@dot gov, Steven krause@dot gov, billy lepchenske@dot gov,
Blam Luck@dot gov, dean messmer@dot gov, anthony moler@dot gov, ed page@dot gov

Cc: JOHNSON John R

Subject: FW Update on CORP Tunnel #15, Coos Bay Subdivision

FYI It sounds like this portion of the CORP is out-of-service for several weeks and maybe several months

From: Krause, Steven <FRA>
Sent: Wednesday, October 25, 2006 6:18 PM
To: Davids, Gordon <FRA>; Bnnck, Mark <FRA>; Brooks, David <FRA>; Adams, James <FRA>
Subject: Update on CORP Tunnel # 15, Coos Bay Subdivision

Gentlemen.

Tunnel #15 was inspected today by the contractor who is currently working' on CORP's Tunnel #13 which caught fire last
year CORP's GM Steve Hefley stated that the inspection confirmed our findings from yesterday As a result, CORP removed the
tunnel from service until necessary repairs are made

The extent of the repairs and their duration has not been determined at this time The contractor will re-inspect the tunnel
with a registered engineer and a determination will then be made on the type of repairs and the anticipated time the repairs will
take The contractor is ceasing work on Tunnel #13 and preparing to move their equipment and men to Tunnel #15 to perform the
repairs

I will keep in contact with Steve Hefley and forward any relevant information/updates to you

Steve

From: Krause, Steven <FRA>
Sent: Tuesday, October 24, 2006 10:08 PM
To: Davids, Gordon <FRA>; Bnnck, Mark <FRA>; Adams, James <FRA>
Subject: COPR Tunnel # 15, Coos Bay Subdivision

Subiect: Central Oregon & Pacific's Tunnel #15. MP 721. Cooa Bay Subdivision

An inspection of Tunnel #15 was made today by FRA's Jim Adams and Steve Krause, and CORP's Steve Hefley, Craig
Kelsey and Mark Wohlers, and Oregon Department of Transportation's John Johnson This tunnel appears to have originally
been a timber lined tunnel with much of the timber being replaced with steel beams overlaid with shotcrete Another small area
has been reinforced with steel beam rings placed between the timber nngs The tunnel was built in 1914

Several sections at the north end of the tunnel were found to be in extremely poor condition At one location, 4 or 5 timber
arch nngs in a row completely failed allowing the timber planking and a significant amount of stone to fall into the tunnel CORP
officials stated that this occurred in March or April of this year The result is a large void at the top of the tunnel that is
approximately 10' -15' high, 10' -12* wide and extends from one side wall to the other side wall

5/6/2008
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Just north of the above failure there appears to be a concentrated area of active, very recent movement of the timber
finer This movement is causing two conditions, first, many sections of the timber arch rings at the top of the tunnel are split from
end to end and there are approximately 10 nng timbers in a row with splits that appear to have split very recently, second, many of
the arch nng timbers are shifting and either overlapping each other or crushing severely CORP's Craig Kelsey stated that he did
not see the split timbers during an inspection he made several weeks ago

Approximately 20* south of the failed section there is a 10' +/- portion of the west wall that is bulging outward 6" -12"
Additionally, there are several areas where the timber arch rings and planking are extremely rotted due to water damage Some
of this timber is crushing, shifting or completely rotted away

I inspected this tunnel in October 2005 dunng my Bndge Safety Survey and found serious problems but it has deteriorated
significantly since that time It should be noted that the condition of this tunnel and the FRA's concerns were discussed with
CORP officials as part of the 2005 Bndge Safety Survey CORP is a RailAmenca property and the condition of this tunnel was
therefore also discussed in October 2005 with RailAmenca's Mark Bader, Chief Engineer - West Business Unit

After the inspection today, CORP took the tunnel out of service until they have it formally inspected Jim Adams and I
informed CORP that, before resuming operations thru the tunnel, the FRA will require a wntten statement that the tunnel has been
inspected and is safe for trams

This tunnel has a failed section and other areas of the tunnel appear to be actively moving and very close to failure This
tunnel does not appear to be structurally stable and is therefore not safe for trams If CORP's inspection determines otherwise,
we need to look at an Emergency Order

Steve Krause
Bndge Safety Specialist

5/6/2008



Oregon Legislature

Joint House and Senate Transportation Committee Hearing

October 25,2007

The audio transcript of this event can be accessed by following these instructions

1 Go to the legislature's website at www leg state or us
2 Click on "audio/video"
3 Under Audio Archives, click on "2007-200S interim"
4 Click on "Archive of Committee Meetings from the 2007 Interim"
5 Under House Committees, click on "Transportation"
6 Click on "10/25/2007"
7 Once the audio broadcast player has appeared, it should show a duration of 2 57
8 Slide the toggle bar to the end of the recording in order to reach the second part of the

recording (the second part should be 2 44 in length)
9 The timer should reset to 2 44
10 Slide the toggle bar again to reach the time penods listed below

1 21 The testimony of CORP and RailAmcnca representatives begins

1 38-1 39 Bob Jones of CORP states that CORP knew of the tunnel conditions for over a
year prior to the embargo

2 08 - 2 13 In discussion of federal funding for CORP, Bob Jones states that a $40 million
I7RA RRIF loan application was "on the books, ready to go" before upper
management cancelled it due to an opportunity to sell the business



rOREGON DEPARTMENT OF TRANSPORTATION INSPECTOR: Richard Shankle
RAIL DIVISION PHONE (503)986-3935
555 -13TH STREET N.E, SUITE 3
SALEM, OR 97301-4179

FAX (503)986-3183

IND NO: SER583 MA: 583

RAIL SAFETY INSPECTION REPORT
RR/Co Rcpreseniauve(Receipl Acknowledged)

Name

Title

Signature

NAME: CORP - COOS BAY BRANCH*

ADDRESS: EUGENE MP653.5 TO COQUILLE,
MP786

OR ZIP:

DATE: Wednesday, February 21,2007

CONTACT: RODLEY DUKE .TRACK SU
TELEPHONE: (541)269-5851

ACTIVE: Yes

INSP:

RAS

ITEM:

1

TYPE:

R

CODE:

11

DUE DATE: RULE VIOLATION:

741-310-0040

CORRECTED DATE:

LOCATION DESCRIPTION:

EAST WALL IN TUNNEL #18, MP 734 75

INCIDENT DESCRIPTION:

THE EAST WALL INSIDE TUNNEL #18 IS BULGING INWARD, IMPAIRING SIDE
CLEARANCE WORK HAS BEEN DONE TO STABILIZE THE SIDE WALL, BUT THE
IMPAIRMENT MUST BE REMOVED.

Signature of Company Representative Date

CODE LEGEND 1:W/W STD#1,2:WAV STD#2,3:W/W STD03,4:WAV STD#4,5: SURFACE/DEBRIS,
6: SLOPE, 7:CLEARANCE SIDE, 8: OVERHEAD CLEARANCE 9: SANITATION 10: MISC

Printed On: Wednesday, April 16, 2008 Page 1 of 1
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The sender of this message has requested a read receipt. Click here to send.a_receJet.
Johnson, John <FRA>

From: Sanders, Michael <FRA> Sent: Fri 1/19/2007 10-51 AM
To: Johnson, John <FRA>, Brooks, David <FRA>, Daniels, Mark <FRA>, Adams, James <FRA>
Cc:
Subject: RE CORP compliance agreement pre-meetlng
Attachments:

Thanks John good info' I didn't know about the RIIF loan application or the sur charge

From: Johnson, John <FRA>
Sent: Friday, January 19, 2007 11:21 AM
To: Brooks, David <FRA>; Daniels, Mark <FRA>; Adams, James <FRA>; Sanders, Michael <FRA>
Subject: CORP compliance agreement pre-meeting

Hi, Dave. Mike. Mark and Jim,

My apologies for being late on this, and I do realize that the compliance agreement applies to track, however, here are some
items to consider when deciding whether to continue the agreement with CORP

1) CORP has cancelled their $40 million RIFF loan application How are they going to pay for the infrastructure improvements
now?

2) CORP has either put or proposed a $58 ser-charge on each shipment to pay for the collapse of tunnel 15 Is this even
legal*? I would think they had rate agreements already in place Customers are complaining

3) Tunnel 13 below Ashland is stall not complete as the tunnel crew had to pull off to work on tunnel 15 at Canary on the Coos
Bay line, which of course is not complete due to the tunnel crew had to be pulled off to work on tunnel 18 which had a wall
bulging problem and unable to run trams Tunnel 13 has been a boon dogle since the beginning, tunnel 15 was only suppose to
take 2 weeks and took around 7 weeks I do not have the latest information on tunnel 18

4) Corp doesn't seem to have adequate personnel to complete all of their required maintenance on their track structure as my
Walkway and Clearance Inspector is consistently finding defective conditions and reporting them to CORP only to find them not
corrected when he returns

5) The defects found by the T-16 geometry car, Have they all been corrected?

httos //webmai!2 dot eov/exchanee/iohnsoniohn/RAlT ROAns/mRP/rnmnlionrpO/^nA««M»rr,o«t/i>i: O/.T siinn/\o
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6) As late as October 18, CORP had a derailment on top of a natural gas pipeline at Dillard causing Roseburg Forest Products
to have to shut down

7) CORP continues to block crossing at Roseburg and blocked a grade crossing in Creswell for approx 1/2 hour by leaving a
tram across a mam street to do some switching operations This may not be track but it does show how they run their business

My thoughts

John

https //wcbmail2 dot gov/exchange/iohnsoniohn/RAILROADS/CORP/ComDliance%20ABreemenl/RK %
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AGREEMENT

This agreement made and entered Into between the State of Oregon, by and through the Oregon
Department of Transportation, hereinafter referred to as "STATE" and the Central Oregon & Pacific Railroad
Inc, hereinafter referred to as "CORP"

WHEREAS, the 2001 Session of the Oregon Legislature passed Oregon Laws 2001. Chapter 906
and 942 (Senate Bill 753 and House Bill 2275, respectively) which provided lottery funds for the rehabilitation
of short line railroads in Oregon;

WHEREAS, the Oregon Transportation Commission at its June 20,2002 monthly meeting approved
expenditure of funds under Oregon Laws 2001. Chapter 906 and 942 to eight short lines in Oregon,
including the Central Oregon & Pacific Railroad; and

WHEREAS, CORP is the owner and operator of a line of railroad between Eugene and Cordes.
Oregon, and

WHEREAS, the rehabilitation of said railroad meets the cntena set forth in Oregon Laws 2001,
Chapter 906 and 942, and

WHEREAS, STATE pursuant to authority granted in ORS 624 016 and 824 058 may enter into
agreements for rehabilitation or Improvements of rail properties; and

WHEREAS, state funds are available for accomplishment of the program of rehabilitation described
in Appendix A, and

WHEREAS, CORP is qualified and experienced in the performance of said work,

NOW, THEREFORE, in order to accomplish said rehabilitation, the parties do hereby agree as
follows

Section 1
PURPOSE OF AGREEMENT

The purpose of this Agreement is to provide for the rehabilitation of the Central Oregon & Pacific
Railroad by CORP and to state the terms, conditions and mutual understandings of the parties as to the
manner in which the project will be undertaken and completed

Section 2
SCOPE OF WORK

CORP will perform or have performed all work necessary to complete the plan to rehabilitate 44
miles of railroad between mllepost 719 (Canary) and mitepost 763 (Cordes) to permit adequate and efficient
rail freight service as described in Appendix A.

Section 3
SPECIFICATION OF WORK

The work to be completed by CORP will comply with good railroad construction practice

Draft of June 20, 2002



Section 4
FINANCIAL

The total State cost of this Agreement is limited to $300,000. CORP will spend an additional
$300,000 to install the materials purchased with State funds If the actual total cost of the project on
completion exceeds the estimated cost of $600,000 the CORP shall be responsible for all excess costs

STATE will authorize CORP in writing to begin work and reimbursement will be limited to costs
incurred after the date of such authorization.

Sections
PERIOD OF PERFORMANCE

CORP shall commence, carry on and complete the Project with all practicable dispatch, in a sound,
economical and efficient manner upon execution of this agreement

CORP has provided STATE with a schedule containing the anticipated work for each item to be
performed for such number of months as may be necessary in the opinion of CORP to complete the work in
full In the event of a change in the method or tame for performance of any work, the schedule shall be
updated to reflect the present changed circumstances

All work must be completed by June 30,2003 This agreement will automatically terminate on June
30,2003 and no costs incurred after this date will be eligible for reimbursement by STATE.

Neither the payment of any estimate nor of any retained percentage shall relieve CORP of any
obligation to make good any defective work or material In the event STATE determines that any material or
workmanship is deficient CORP shall replace the materials or correct the workmanship necessary to cure
the deficiency. No STATE funds shall be used to pay for a replacement or correction required under this
subsection

Section 6
COSTS

CORP shall be paid for the actual materials installed by the CORP. STATE shall make periodic
payments to CORP for costs incurred under the agreement m the manner specified in Section 24 of this
Agreement

Section?
CRITERIA FOR COSTS

The costs incurred by CORP to carry out a common earner light density line improvement project
are allowable if they are calculated using a method which is (i) reasonable, (11) based on the internal
accounting methods used by CORP to determine the costs of activities paid for with its own funds: and (HI)
consistent with the Uniform System of Accounts for Railroad Companies (49 CFR Part 1201A[1977],
amended

Section 8
DISCOUNTS AND EXCLUSIONS

Draft •( JUM 10, ZOOZ



CORP shall, to the extent of Its ability and consistent with the other provisions of this Agreement,
take all cash and trade discounts, tax exemptions, or other credits in connection with goods and services
purchased or used on any approved project or task.

Sections
PROCUREMENT

The method of obtaining goods and services for this Agreement shall be by force account Such
procurements shall be consistent with sound practice in .the railroad industry and reasonably economical

STATE shall have the right to review and approve CORP's procurement system. All proposed
procurement shall be reviewed by STATE prior to any commitment or purchase.

Section 10
RECORDS AND AUDtT

CORP's cost records pertaining to work paid for on a force account basis shall be open to inspection
or audit by representative of STATE during the Irfe of the Agreement and for a period of not less than 3 years
after the final accounting of the Project. Where payment for materials or labor is based on the cost thereof to
sources other than CORP, CORP expressly guarantees that the cost records of such other sources shall be
open to inspection and audit by representatives of STATE on the same terms and conditions as the cost
records of CORP Copies of the records shall be furnished to STATE upon request and shall be maintained
in accordance with a work order accounting procedure prescribed by STATE.

CORP shall maintain and make available to STATE any other records which would be necessary to
disclose fully the amount and disposition of funds provided to CORP under this Agreement and charged to
the approved project or task Charges must be supported by documents evidencing in detail the nature and
propriety of the charges, the total costs of each undertaking tor which the assistance was given or used, the
amount of the costs of the undertaking supplied by other sources, and any other books, records and
documents needed for a full and complete verification of CORP's responsibilities and all payments and
charges under this Agreement

STATE shall perform the final audit of this contract no later than 180 days after CORP has
completed work on the project

Section 11
INSPECTION OF WORK

STATE may place inspection personnel on the work site as it considers necessary Such personnel
shall monitor and be responsible for certifying that all work is in compliance with this Agreement.

For accelerated maintenance, rail facility construction, rehabilitation or improvement or substitute
service facilities identified by the STATE as requiring above average expenditures for routine maintenance,
STATE shall inspect the work of CORP to*

(1) Ensure that it complies with the Agreement's specifications
(2) Verify quantitative measures of materials installed, such as tie counts
(3) Verify labor and material charges for contracts providing for payment on an actual costs

basis ("force account work")

(4) Verify the quantities of uninstaUed materials paid for or to be billed under this Agreement
and those materials are secured against damage, theft, or use other than for the approved project
Knit af JIIM 1O. ten



CORP shall cooperate with STATE in making inspections

Section 12
INVALIDITY

If any part of this Agreement is determined to be invalid, illegal, or unenforceable, the determination
does not afreet the validity, legality, or enfbrceability of any other of any other part of this Agreement and the
remaining parts shall be carried out by each party A provision held to be unenforceable as applied to any
party or circumstance remains applicable to other parties or circumstances

Section 13
OBSERVANCE OF LAWS

CORP at tames shall comply and require its subcontractors and employees to comply with federal
and state laws, local laws and ordinances and any regulations which in any manner affect the performance
of this Agreement or are applicable to the work under this Agreement STATE'S performance under this
agreement is conditioned upon CORP*s compliance with the provisions of ORS 279 312,279 314,279 316,
279 320 and 279 555, which are incorporated by reference herein CORP shall indemnify and save
harmless STATE and any agents, officers or employees thereof against any and all claims arising from any
violation of any such laws, ordinances, or regulations whether such violations are by CORP, its
subcontractors or employees It is recognized that any information, interpretation or representation of any
laws, regulations or ordinances set forth in this section or elsewhere in this Agreement or specifications takes
no precedent over the law, regulation or ordinance

CORP shall satisfy itself as to the true construction and content of such laws, regulations and
ordinances on a current basis

CORP agrees to make payment promptly, as due, to all persons furnishing services, equipment or
supplies to CORP for the performance of work under this Agreement If CORP fails, neglects or refuses to
pay such claims as they become due, the proper officers of the STATE, after ascertaining that the claims are
Just, due and payable, may pay the claims and charge the amount of the payment against funds due' or due
to become due CORP under this Agreement The payment of claims in this manner shall not relieve CORP
with respect to any unpaid claims

This Agreement shall be governed by and construed m accordance with the laws of the State of
Oregon, without regard to principles of conflicts of law. Any claim, action, suit, or proceeding between
STATE and CORP that arises from or relates to this Agreement shall be brought and conducted solely and
exclusively within the Circuit County of Manon County for the State of Oregon. CORP, BY EXECUTION OF
THIS AGREEMENT HEREBY CONSENTS TO THE IN PERSONAM JURISDICTION OF SAID COURTS

Section 14
PERMITS AND UCENSES

CORP shall procure all permits and licenses which are necessary and incidental to its operation in
the performance of the work and give all notices required by such permits and licenses

Where local ordinances or controlling agency policy prohibits issuance of temporary operations
permits to other than public agencies, STATE will support the CORP's request for such temporary permit
and will accept the same in its name provided

(1) CORP takes all necessary action leading to the issuance of the permit
Drift ft JIHM 20, icai



(2) It is determined to be In the public interest
(3) It applies only to work performed In connection with the subject Project
(4) CORP agrees in writing to abide by all requi rements of the issuing agency and to hold

STATE harmless from any liability in connection with work under the permit and
(5) STATE will incur no expense in connection with such permit

In transportation of materials and equipment on public highways, CORP shall comply with applicable
statutes controlling traffic and load limitations and the obtaining of necessary permits This Agreement does
not exempt CORP from compliance with such statutes or to carry any license of permit for overloads

Section 15
ENVIRONMENTAL PROTECTION

CORP agrees that no facility or equipment shall be acquired, constructed, or improved as a part of
the Project unless the facility is equipped to limit water and air pollution in accordance with all applicable
State and Federal standards CORP further agrees to specifically comply with all the requirements of
section 114 of the Clean Air Act, 42 USC1857C-7-9, and section 308 of the Federal Water Pollution Control
Act, 33 USC 11238, and all regulations issued thereunder

Section 16
WORKER'S COMPENSATION

CONTRACTOR certifies that it has either qualified under Section 13 of the Railroad Unemployment
Act, as amended, which supersedes and governs over any conflicting State of Oregon Worker's
Compensation statute or the State of Oregon Workers' Compensation Coverage This certification is made
for compliance with ORS 656 029, and Indicates coverage of all employees engaged under this contract by
such Act unless such employers are exempt under ORS 656126 CONTRACTOR shall ensure that each of
its subcontractors complies with these requirements

CONTRACTOR shall also obey all state and local laws, ordinances and regulations establishing
safety standards for the protection of employees

Section 17
RESPONSIBILITY FOR WORK

All work and material for this Agreement including any extra work, shall be at the sole risk of CORP
until the entire improvement shall have been finally accepted by STATE Any damage to either permanent or
temporary work, utilities, materials or equipment and plant shall be repaired to the satisfaction of STATE at
CORP's expense, regardless of the cause of such damage

The parties hereto will be excused from performance of any of their respective obligations hereunder
where such performance is prevented by acts of God Where one party's obligations are so excused the
other party's obligations shall be correspondingly reduced or adjusted Nothing contained in this section
shall be construed as relieving CORP of responsibility for, or damage resulting from, CORP's own operations
or from his negligence, nor shall CORP be relieved from full responsibility for making good any defective
work or materials

STATE bonding requirements will apply to any subcontract in excess of $100,000 If for some reason a bond
was not required, a letter citing justification for this decision shall be retained with contract records
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Section 18
RESPONSIBILITY FOR DAMAGE AND INDEMNITY

STATE, and all officers and employees of STATE, including but not limited to those of the
Department of Transportation shall not be responsible in any manner for any toss or damage that may
happen to the work or any part thereof; for any toss of material or damage to any of the materials or other
things used or employed in the performance of work, for injury to or death of any persons, either workers or
the public, or for damage to the public for any cause which might have been prevented by CORP or its
employees or anyone employed by it

CORP shall be responsible for any liability imposed by law for injures to, or the death of, any
persons or damages to property resulting from any cause whatsoever during its performance of the work, or
before final acceptance, and performs the Project at its own nsk

CORP shall indemnify, save and hold harmless STATE and all officers, employees, and agents of
the State of Oregon, and specifically the Department of Transportation, from all claims, suits or actions
brought for injuries to, or death of any persons or damages resulting from construction of the work or In
consequence of any negligence regarding the work, the use of any improper materials in the work, caused In
whole or in part by any act or omission by CORP or its agents or employees during performance or at any
tame before final acceptance In addition to any remedy authorized by law, STATE, may retain as much of
the money due CORP as deemed necessary to assure indemnification until disposition has been made of
such suits or claims No officer or employee of STATE shall be personally liable for any acts or failure to act
in connection with the Agreement, it being understood that in such matters they are acting solely as agents of
STATE

CORP shall bear sote responsibility for damage to completed portions of the Project and to property
located off the project caused by erosion, siftation, run-off or other related items during the construction of the
Project CORP shall also bear sole responsibility for any pollution of nvers, streams, ground water or other
waters which may occur as a result of construction operations

CORP shall protect and preserve from any damage or destruction all private and public utilities, on
or in the vicinity of the work and from interference with the use of such property, its removal, the damage, or
destruction of which is not required by the terms of the contract

Section 19
INSURANCE

CORP shall, at CORP's expense, take out and keep in effect during the term of this agreement,
Comprehensive or Commercial General Liability Insurance covering bodily injury and property damage This
insurance coverage for the indemnity provided under this agreement and products/completed operations
liability Combined single limit per occurrence shall not be less than $1,000,000 when applicable Each
annual aggregate limit shall not be less than $1,000,000, when applicable

Said insurance policy or policies shall also name the State of Oregon, Department of Transportation,
and its members, officers, agents and employees as parties insured, except as against the named insured.
for claims of the State of Oregon, Department of Transportation, and its members, officers, agents and
employees for injury or death to their persons or for damages to any of its or their property It is understood
and agreed that this policy shall not terminate or be cancelled by CORP or Insurance Company prior to
completion of the contract without first giving 30 day's written notice of intention to terminate or cancel said
policy to the Director of the Oregon Department of Transportation Said insurance coverage shall be
D»ft of Jima >0. 1001



furnished and provided at the time this Agreement Is executed CORP shall furnish STATE with a certificate
of Insurance covering the above policy or policies

Section 20
PROHIBITED INTERESTS

No member, officer, or employee of CORP or STATE during his tenure or for one year thereafter,
shall have any interest, direct or indirect, in this Agreement or the proceeds thereof

CORP certifies that it

(1) Has not entered into within one year before the costs are allowable for the project or
tasks, and

(2) Will not enter Into while the costs are allowable, any subcontract or other arrangement
which may affect a project or task under this Agreement if any officer, key salaried employee, official, or any
member of the Immediate family of one of the foregoing has any material interest in the arrangement unless
the arrangement has been approved by the State.

CORP shall not extend any loan, gratuity or gift of money in any form whatsoever to any employee
or officer of the State of Oregon.

CORP shall not assign or attempt to assign any nght, privilege, obligation or portion of this
Agreement without the prior written consent of STATE Any assignment of this Agreement or of any portion
thereof without the prior written consent of STATE shall be Ineffective to bind STATE and shall constitute
cause for any termination of this Agreement

Section 21
TERMINATION

This Agreement may be terminated by mutual consent of both parties, or by STATE upon 30 days
notice In writing by certified mail or in person.

In the event that this Agreement is terminated by CORP or through a breach of the terms of this
Agreement by CORP, CORP shall reimburse STATE for any payments that have been made pursuant to
this Agreement

STATE may terminate this Agreement effective upon delivery of written notice to CORP, or at such a
later date as may be established by STATE, under any of the following conditions

(1) If for any reason funding from federal, state or other sources is not obtained and continued at
levels sufficient to allow for purchase of the indicated quantity of services When possible, and when agreed
upon, the Agreement may be modified to accommodate a reduction in funds.

(2) If federal or state regulations or guidelines are modified or changed in such a way that the
services are no longer allowable or appropriate for purchase under the Agreement

(3) If any license, certificate or bond required by law, regulation, or this Agreement to be held by
CORP to provide the services required by this Agreement is for any reason denied, revoked, or
not renewed

(4) Agreement may be cancelled at any time that STATE determines that continuation of the Project
by CORP is not in the best Interest of STATE
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If any suit, action or proceeding is brought to enforce, or for the breach of. any provision of this
Agreement by either party, the parties hereto agree that each party shall be responsible for their own
attorney's fees and costs for commencing and prosecuting such suit, action or proceeding Including appeals

Any termination of this Agreement shall be without prejudice to any obligations or liabilities of either
party already accrued prior to such termination.

STATE by written notice of default (including breach of contract) to CORP m ay terminate the whole
or any part of this Agreement

(1) If CORP fails to provide services called for by this Agreement within the tame specified here
in or any extension thereof; or

(2) If CORP fells to perform any of the other provisions of this agreement or fails to pursue the
work as to endanger performance of this Agreement in accordance with its terms, and after receipt of written
notice from STATE fells to correct such failures within a time as specified in the notice

The rights and remedies of STATE provided In the above clause relating to defaults (including
breach of contract) by CORP shall not be exclusive and are in addition to any other rights and remedies
provided by law or under this Agreement

Failure of STATE to object to violations of any of the provisions of this Agreement shall not be
deemed a waiver by STATE of a subsequent similar breach of STATE'S right to demand strict performance
by CORP of the conditions of this Agreement

STATE shall not be precluded or estopped by any measurement estimate, or certificate made either
before or after the completion and acceptance of the work and payment therefor from showing the true
amount and character of the work performed and matenals furnished by CORP, or from showing that any
such measurement estimate, or certificate is untrue or incorrectly made, or that the work or matenals do not
conform n feet to the Agreement STATE shall not be precluded or estopped, notwithstanding any such
measurement estimate or certificate, and payment in accordance therewith, from recovering from CORP
and its sureties such damages as it may sustain by reason of its failure to comply with the terms of this
Agreement Neither the acceptance by STATE nor any payment for the whole or any part of the work, nor
any extension of time, nor any possession taken by STATE shall operate as a waiver of any portion of this

Agreement or of any power herein reserved or any right to damages herein provided, or bar recovery of any
money wrongfully or erroneously paid to CORP A waiver of any breach of the Agreement shall not be held
to be a waiver of any other or subsequent breach

Section 22
CERTIFICATION OF COMPLIANCE WITH OREGON TAX LAWS

CORP, swears, affirms or certifies, under penalty of perjury that the individual signing on behalf of CORP
has the authority and knowledge regarding the payments of taxes, and that CORP is, to the best of such
individual's knowledge, not in violation of any Oregon Tax laws. (For the purposes of this certification,
"Oregon Tax Laws" means those programs listed in ORS 305 380(4) which,is incorporated herein by this
reference. Examples include the state inheritance tax, personal income tax, withholding tax, corporation
income and excise taxes, amusement device tax, timber taxes, cigarette tax, other tobacco tax, 9-1-1-
emergency communications tax, the homeowners and renters property tax relief program and local taxes
administered by the Department of Revenue
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Section 23
CIVIL RIGHTS

CORP certifies that, with regard to assistance provided under this Agreement, it is in compliance
and will continue during the period in which costs are allowable under this Agreement to comply with the
Oregon Department of Transportation Affirmative Action policy and program

The policy of the Oregon Department of Transportation is to provide equal opportunity to all persons
in every aspect of employment, and in participation m and access to the benefits and services provided
through activities, projects and programs within the Department's jurisdiction

In all matters, the Department will not discriminate against any person because of race, age, cotor,
sex, religion, national origin, mental or physical handicap, political affiliation, or mental status

This policy and the Affirmative Action Program established to implement this policy apply to all who
receive financial assistance from or through the Department

Section 94

PROGRESS PAYMENTS AND CLOSEOUTS

CORP will submit vouchers to the Oregon Department of Transportation Requests for payments
shall be submitted to STATE not more frequently than once per month in the format prescribed by STATE

If STATE'S final audit determines that the allowable costs exceed the amount that has been paid, it
shall pay CORP the difference, not to exceed the maximum amount owed under the Agreement If STATE
final audit determines that the allowable costs are less than the amount that has been paid. CORP shall
promptly pay STATE the difference

Section 25
MAINTENANCE

The payback period is the period of tame shown to be needed for the public benefits of the project to
equal fts public costs The payback period for this project is two calendar years beyond the date of the final
inspection by the STATE

CORP agrees to maintain the track for the payback period of the project

Maintenance of the Project shall be without any use of STATE funds for at least the payback period

Section 26
ABANDONMENT, SALE OR CONVERSION

If for the period dunng which there continues a STATE share of assistance for the rehabilitation or
Improvement of facilities or rail, not to exceed ten (10) years from the date hereof, there is a sale, or a
disposition of the line, conversion to non-rail freight use, or the filing of an application for abandonment of the
line under 49 USC Chapter 109, the STATE share of the net fair market value of the improvements added to
the line by CORP pursuant to this Agreement at that time, as established by Section 27 of this Agreement
shall be compensated to STATE by CORP
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However, if the transferee, pursuant to sale or disposition of improved property agrees to assume CORPs
obligation under the Agreement and to enter Into an "Acknowledgement of State Assistance", under Section
27 of this Agreement as if transferee had been the original contractor hereof, the payment need not
immediately occur at tame of sale or disposition, and the obligation may continue

Section 27
LIENS AND COLLATERAL

CORP agrees to file in the appropriate land records a notice in Appendix (B) to this Agreement, reciting
that the Track described in the Scope of WorkfTrack") was Improved or installed with STATE assistance
and its use and disposition are subject to the terms of this agreement

Removal of the "Acknowledgement of State Assistance, and satisfaction of the first lien on the Track, may
be obtained at the end of the term specified In Section 26 hereof

CORP will grant the STATE a first lien on the Track and CORP may grant a second lien thereon CORP
will not allow any liens or impairments to the title of the Track to be placed on the Track

Said "Acknowledgement of State Assistance" must be signed and recorded in
the appropriate county deed records pnor to STATE incurring any obligation
to reimburse CORP for any costs hereunder and pnor to any payments actually
being made

The provisions of this section shall remain in force for the duration of the tame period specified in Section
26 and any liens or restnctions ansmg hereunder shall automatically terminate and cease to be effective
upon the expiration of said period

Section 28
AMENDMENTS

This agreement and any provisions hereof shall not be waived, altered, modified, supplemented or
amended in any manner whatsoever without pnor written agreement of the parties

Section 29
MERGER CLAUSE

This Agreement constitutes the entire agreement between the parties on the subject matter hereof
There are no understandings, agreements, or representations, oral or written, not specified herein regarding
this Agreement No waiver, consent modification or changer of terms of this Agreement shall bind either
party unless in writing and signed by both parties and all necessary STATE approvals have been obtained
Such waiver, consent, modification or change, if made, shall be effective only in the specific instance and for
the specific purpose given Failure of STATE to enforce any provision of this Agreement shall not constitute
a waiver by ODOT or that of any other provision

This agreement was approved by the Oregon Transportation Commission at its regular June 20,
2002 meeting, at which tame the Director was authorized and directed to sign said agreement for and on
behalf of the Commission

IN WITNESS WHEREOF, the parties hereto have executed this agreement as of this day and year first
above written

D»fe at 3mm 10, 1MI
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APPROVED AS TO

LEGAL SUFFICIENCY by

Assistant Attorney General, State of Oregon

Date

For STATE OF OREi

For CENTRAL ORB

Title

Dnfl •( Jaw U, »01
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APPENDIX A

SCOPE OF WORK

Purchase 10,000 taes at $22 each and 10.000 cubic yards of ballast for installation between mile post 719 at
Canary and mile post 763 at Cordes CORP will be responsible for the installation of the materials
purchased with State funds.

D»fC el Jim 10. 2001
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ACKNOWLEDGEMENT OF STATE

FINANCIAL ASSISTANCE



ACKNOWLEDGEMENT OF STATE FINANCIAL ASSISTANCE

The property indicated on the attached map is railroad nght-of-way owned Railroad by the Central

Oregon & Pacific Railroad and was improved with financial assistance from the Oregon Department of

Transportation under an agreement between the Department and the CORP Railroad Such assistance was

granted by the Oregon State Legislative Assembly at its regular 2001 session in Oregon Laws 2001 ,

Chapters 906 and 942

The above agreement provides for state funds to be used for the rehabilitation of the railroad line

owned by the Central Oregon & Pacific Railroad as so indicated on the attached map The use and

disposition of said property Is subject to the terms of the above agreements, a copy of which may be

obtained from the Director. Oregon Department of Transportation, Room 135, Transportation Building, Salem

Oregon 97301

By

Title

SUBSCRIBED and SWORN before me this — day of Qgrr &€>£?£. 2QOtf 2.

Central Oregon & Pacific Railroad

NOTARY PUBLIC FORTOREGON

My commission expires*

OFFICfALSEAL
DEBORAH L JACKSON

NOTARY PUBLIC - OREGON
COMMISSIOND 368513

20H



MAP SHOWING LOCATION
OF IMPROVEMENTS

TO THE
CENTRAL OREGON & PACIFIC RAILROAD

Not!

Canary

Cordes

Union Pacific
to Portland

CORP
to

Roseburg

Eugene

Union Pacific
to

Klamath Falls

Coquille

Funds provided under Oregon Laws 2001,
Chapters 906 and 942.
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RAIL DIVISION

LF136-04

CLAIM OF LIEN

ss /^wk/^-a«2*r
Before me, the undersigned Notary Public, personally appeared

_who duly sworn says that he is (the lienor herein) (the agent of the uenor herein)
(Delete One)

whose address is.

and that in accordance with a contract with

533 S. £

9730-4/7?

benor furnished labor, services or matenals consisting of (Describe specially fabricated materials separately)

on the following described real property in

State of

C 1992-2001 E-Z Legal Fonnt. Inc Pa>e ' Rev 03AJI
Thii pioduct doe* not constitute the rendenni of legil idviet or tervica Tfau product ti intended for lofonnotionil UH only tnd is not a mibniuite for legil
advice State laws vuy. so consult an attorney on all legal mitten This pioduct was not necessarily prepared by a person licensed to practice law 10 your suie
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TtRRI L. TURI, COOS COUNTY CLhRK

owned by

of a total value oil

;2/18/2002 #2002-16665
U2:24:26PM 2 OF 5

oa
fS 3D& OOP ) of which there remains unpaid $,

furnished the first of the items on

items on f-J>lJ- ^O _^_

privity with the owner) that the lienor served his notice to owner on

(year) by pf/fi
(Method 6? Service)

and, (if required) that the henor served copies of the notice on the contractor on

, 3M3 (year) and the last of the

(yen) and (if the hen is claimed by one not in

A///*-
(yeai),by

on

(Method of Service)
. and on the subcontractor

(year), by.
(Method of Service)

Department of Transportation
Lienor

Agent

State of
County of *

On \V/2*U^>a before me, *
appeared e4u»rd <E". Tt*"»»*»\
personally known to me (or proved,to me on the basis of satisfactory evidence) to be the person(s) whose name(s)
is/are subsbnbed to the within instrument and acknowledged to me that he/she/they executed the same in his/her/then1

authorized capacity(ies),' and that by his/her/their signatures) on the instrument the person(s), or the enuty upon
behalf of which the person(s) acted, executed the instrumenL
WITNESS my hand and official seal

Signature.
Signature of Notary ID

Type of ID
(Seal)

"̂ *~^—*1^^ *̂̂ f̂ ^F^^^^

OFFICIAL SEAL
LINDA WILLIAMS

NOTARY PI 8LIC - OREGON
COMMISSION NO 345494

MY COMMISSION EXPIRES MAY 27.1

Pip 2
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TF-<RJ L. TJFI. ™CS COUNTY CLERK 02:24:26PM 3 OF 5

Section 4
FINANCIAL

The total State cost of this Agreement is limited to $300,000 CORP will spend an additional
$300,000 to install the materials purchased with State funds If the actual total cost of the project on
completion exceeds the estimated cost of $600,000 the CORP shall be responsible for all excess costs

STATE will authorize CORP in writing to begin work and reimbursement will be limited to costs
incurred after the date of such authorization

Sections
PERIOD OF PERFORMANCE
•̂ ^̂ Phî ^W^B^̂ B^̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^BHH^BV^HB*̂ ^̂ .̂ ^̂  ^

CORP shall commence, carry on and complete the Project with all practicable dispatch, in a sound,
economical and efficient manner upon execution of this agreement

CORP has provided STATE with a schedule containing the anticipated work for each item to be
performed for such number of months as may be necessary in the opinion of CORP to complete the work in
full In the event of a change in the method or time for performance of any work, the schedule shall be
updated to reflect the present changed circumstances

•

All work must be completed by June 30, 2003 This agreement will automatically terminate on June
30, 2003 and no costs incurred after this date will be eligible for reimbursement by STATE

Neither the payment of any estimate nor of any retained percentage shall relieve CORP of any
obligation to make good any defective work or material In the event STATE determines that any material or
workmanship is deficient, CORP shall replace the materials or correct the workmanship necessary to cure
the deficiency No STATE funds shall be used to pay for a replacement or correction required under this
subsection

Section 6
COSTS

CORP shall be paid for the actual materials installed by the CORP. STATE shall make periodic
payments to CORP for costs incurred under the agreement in the manner specified in Section 24 of this
Agreement

Section 7
CRITERIA FOR COSTS

Trie costs incurred by CORP to carry out a common earner light density line improvement project
are allowable if they are calculated using a method which is (i) reasonable, (n) based on the internal
accounting methods used by CORP to determine the costs of activities paid for with its own funds: and (IN)
consistent with the Uniform System of Accounts for Railroad Companies (49 CFR Part 1201A[1977],
amended

Section B
DISCOUNTS AND EXCLUSIONS

B»ft mt JIIM 10, IMl
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APPENDIX A

/ SCOPE OF WORK

12/18/2002 ,̂ 2002-15665
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_. Purchase 10,000 ties at $22 each and 10,000 cubic yards of ballast for installation between mite post 719 at
, Canary and mile post 763 at Cordes CORP will be responsible for the installation of the materials

purchased with State funds

Oi*rt of Jm 10. 10M
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STATE OF OREGON INTEROFFICE MEMO

Department of Transportation
RAIL DIVISION
555 13th St.NE. Suite 3
Salem. Oregon 97301-4179

Date. October 21,2003

To: Ed Immel

From: Bob Melbo

Subject- Inspection of SB 753 Project on CORP's Coos Bay Line

On October 17th I made a hirail inspection of those portions of Central Oregon
& Pacific Railroad's Coos Bay Line that have been improved by a SB 753 grant
and proposed forimprovement by a second'requested grant.

By way of review, CORP originally asked for a $600,000 grant to install
20.000 new ties and 20,000 cubic yards of ballast over 44 miles of railroad
between Canary and North Bend. They were awarded half the requested
amount, resulting in a reduced project of 10,000 ties and 10,000 cubic yards of
ballast applied over 19 miles from approximately MP 721 near Canary to MP 740
at Reedsport. CORP envisioned purchasing 10,000 7nx8"x81/2' hardwood ties
for $22 each; in reality it purchased 9,575 7"x9Nx81/2' ties costing $30.36'apiece.

The inspection commenced at Reedsport near MP 740. At approximately MP
725 5 east of Ada we encountered the tamper and regulator of the contractor
finishing out surfacing work toward Canary, about five miles distant.

Between MP 740 and MP 725.5, the railroad was much improved from my
last inspection before the project was authorized and Roadmaster Underwood
said he planned to raise it to Class 2 for 25 MPH freight speed. Although the
project averaged about 500 ties per mile the ties were installed heavier in some
areas and lighter in others, depending upon the situation. Ballast had been
added more or less uniformly and the surfacing work was of good quality
throughout the area finished.

New ties were easily distinguishable from most of the existing tie population
because of their extra six-inch length, although some 8'6" ties had been installed
by Southern Pacific in the last years it operated the branch. Upon closer
inspection the new ties really stood out because of their 9-inch width, the only



ties of this dimension under the track The comparison is startling; the new ties
appear much meatier compared to their older companions. You would not think
one inch of extra width would be so dramatically obvious.

Tie installation is complete through to Canary and most of the ballast has
been distributed. Underwood stated he was expecting three or four more
carloads of ballast to complete the project and the surfacing contractor will stick
with the task until done.

Upon arrival Canary we got off the track and drove to Cordes. We then
hirailed from that point to Reedsport, 25 miles, to view the main section for which
CORP is requesting SB 753 funds in 2004. CORP has asked for $418,000 to
purchase 10,000 more ties (at $32 each) and 10,000 cubic yards of ballast. Six
thousand five hundred ties would be installed between Cordes and Reedsport
while the remainder would be applied to a four-mile stretch between MP 670 and
674 between Vaughn and Richardson.

Between Cordes and Reedsport the line is designated Class 1 and 10 MPH
for freight in deference to poor tie condition, although some stretches are good
enough to meet Class 2 specifications However, the district is so chopped up
by slow orders that taking advantage of the better parts for faster running is
impossible. Deteriorated ties were clearly noticeable, worse in some stretches
and better in others, with overall tie renewal averaging 260 per mile over the 25
miles.

We did not have time to hirail the four miles near Vaugh but Roadmaster
Underwood said that tie condition there was considerably worse. Here, CORP
plans to install an average of 875 ties per mile, 3,500 in all, if the project is
approved in full.

If granted, the state's $419,800 will be spent for ties and ballast and CORP
will match this amount equally with costs of installation, material distribution,
surfacing, crossing and turnout work and drainage improvements, resulting in a
total capital outlay of $838,000.



Oregon Department of Transportation
Rail Division

Tl^odoi.R.K^dongo^Govemor Salem, OR 97301-4179

Telephone 503-986-4321
FAX 503-986-3183

June 12,2003 TTY 503-986-3416

DAN LOVELADY, GENERAL MANAGER Flle Code

CENTRAL OREGON & PACIFIC RAILROAD INC
333SEMOSHERST
ROSEBURGOR 97470

Re: State of Oregon Track Rehabilitation Grant to CORP

This letter refers to the grant agreement executed October 7,2002, between the State of Oregon,
by and through its Department of Transportation, and Central Oregon & Pacific Railroad, Inc.,
providing $300,000 for the purchase of approximately 10,000 ties and 10,000 cubic yards of
ballast for CORP to install between Milepost 719 and Milepost 763 on the rail line connecting
Coos Bay and Eugene, Oregon.

According to our records to date, CORP has spent $290,697 of the grant, and there remains
a balance of $9,303 to be used. The Acts that provided these funds (Senate Bill 753 and
House Bill 2275, respectively) were passed by the 2001 Legislature to be effective during the
2001-2003 biennium, which ends June 30,2003. Any project expenses incurred after June 30,
2003, will be ineligible for reimbursement under this grant agreement. Therefore, it is '
imperative that CORP order any remaining project materials and/or complete installation
before the end of June in order to not lose the remaining grant funds

If you have any questions or concerns, please call Ed Immel, State Rail Planner, at
(503) 986-4129 or me at (503) 986-4137.

1WJL.
Robert I. Melbo
Rail Planner
(503)986-4137

Form 735-9203 (1-03)



X)regon
John A Kitzhaber, M D, Governor

June 5,2002

Dan Lovelady
Central Oregon & Pacific Railroad
333 SE Mosher
Rosebutf Oregon 97470

0

Re Grant Agreement

department of Transportation
Rail Division

555-13* Street NE-Suite 3
Salem, OR 97301-4179

Telephone (503) 986-4321
FAX (503) 986-3183
TTY (503) 986-3416

Rail Division
(503) 985-4129

File Code1 Fax (503) 986-3183
ettward e ImmeMBODOT

state OR US

File Code R16-4-2

The last session of the Oregon Legislature made available $2 million in lottery funds to be used for the
rehabilitation of short lines in Oregon The distribution of these funds was discussed at the last meeting of
the Oregon Short Line Railroad Association and applications were requested from the short line railroads
in the state

The applications requested funding for projects that totaled $3 2 million Obviously, not all of the projects
could be fully accommodated. In same cases, railroads requested several projects and staff was able to
select one that would fit within the funding limitations The recommendations also permitted each railroad
to share in the funding available

The Rail Division has forwarded its recommendations to the Oregon Transportation Commission for their
approval at their June 20" meeting in La Grande Your original request for $600.000 would have
consumed almost 30% of the funding available and would have severly limited the funds available to the
other short lines * Therefore,' it has been recommended to the OTC that CORP receive $300,000, in State
funds to install ties between Canary and North Bend Attached is a draft contract for your review

Please review the draft contract and get back to me with any changes and/or recommendations You may
appear before the Oregon Transportation Commission at their June 20th meeting if you feel that your
project was treated unfairly by the Rail Division's recommendations to the OTC

Truly yours.

Edlmr
State Rail Planner

Enclosure

Form 735-9203 (4-02)



Theodore R Kulongosb, Governor
55513* Street NE, Suite 3

Salem, OR 97301-4179
Telephone (503) 986-4321

FAX (503) 986-3183
TTY (503) 986-3416

February 10,2005

File Code.
Rail Division

(503)986-4137
Fax (503) 986-3183

Robert I MelboflODOT
state OR US

Dan Lovelady
Central Oregon & Pacific Railroad
333 SE Mosher Street
Roseburg. Oregon 97470

Re Infrastructure Improvement Agreement

Enclosed for your file is one fully executed copy of the agreement providing Oregon Short Line Railroad
Rail Infrastructure Improvement Program funds to assist in the rehabilitation of the Coos Bay line of your
railroad Your receipt of this agreement will constitute our notice to proceed and incur costs for your Coos
Bay project No further authorization Is necessary on our part

Several things need to be noted

1 The "Acknowledgement of State Financial Assistance" needs to be filed with the county in
which the work will take place before any actual work is underway Please send me a
copy of this filing

2 The work is compensated on a progress billing method You incur the original costs and
then bill us If you purchase items in bulk, such as ties, bill these all at one time and not
when the ties are actually put into the ground. Labor and equipment should be billed as
they occur. Contractor's invoices should contain sufficient documentation to clearly
identify items or services purchased

3 Via telephone or email, please let me know when actual work has started We have an
obligation under the contract to conduct regular inspections of all projects

Truly yours,

Bob Melbo
State Rail Planner

Enclosure
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AGREEMENT

This agreement made and entered into between the State of Oregon, by and through the Oregon
Department of Transportation, hereinafter referred to as "STATE1 and the Central Oregon & Pacific Railroad,
hereinafter referred to as "CORP".

WHEREAS, the 2003 Session of the Oregon Legislature provided lottery funds for the rehabilitation
of short line railroads In Oregon under Oregon Laws 2003, Section 5, Chapter 732 and Section 6 (3)
Chapter 741, and

WHEREAS, the Oregon Transportation Commission at its July 15,2004 monthly meeting approved
expenditure of funds under Oregon Laws 2003, Section 5, Chapter 732 and Section 6 (3) Chapter 741 to
eight short lines in Oregon, including the Central Oregon & Pacific Railroad; and

WHEREAS, CORP Is the owner of a line of railroad between Eugene and Cordes, Oregon; and

WHEREAS, the rehabilitation of said railroad meets the criteria set forth in Oregon Laws 2001,
Chapter 906 and 942, and

WHEREAS, STATE pursuant to authority granted In ORS 824 016 and 824.058 may enter Into
agreements for rehabilitation or Improvements of rail properties; and

WHEREAS, state funds are available for accomplishment of the program of rehabilitation described
In Appendix A; and

follows:

WHEREAS, CORP Is qualified and experienced in the performance of said work;

NOW, THEREFORE, In order to accomplish said rehabilitation, the parties do hereby agree as

Section 1
PURPOSE OF AGREEMENT

The purpose of this Agreement is to provide for the rehabilitation of the Central Oregon & Pacific
Railroad by CORP and to state the terms, conditions and mutual understandings of the parties as to the
manner in which the project will be undertaken and completed.

Section 2
SCOPE OF WORK

The project will install approximately 15,000 ties and place about 10,000 cubic yards of ballast
between MP 686 near Richardson to MP 688 near Swlsshome and MP 740 near Reedsport and MP 765
near North Bend to permit adequate and efficient rail freight service as described In Appendix A

Sections
SPECIFICATION OF WORK

The work to be completed by CORP will comply with good railroad construction practice

Section 4
FINANCIAL

Draft of September 20, 2004



The total State cost of this Agreement Is limited to $400,000. The CORP will contribute an additional
$400.215 m railroad funds to Install the materials paid for by the state. If the actual total cost of the project on
completion exceeds the estimated cost of $800,215 the CORP shall be responsible for all excess costs. In no
case will the contribution of STATE exceed $400,000.

STATE will authorize CORP In writing to begin work and reimbursement will be limited to costs
incurred after the date of such authorization.

Sections
PERIOD OF PERFORMANCE

CORP shall commence, cany on and complete the Project with all practicable dispatch, in a sound,
economical and efficient manner upon execution of this agreement

CORP has provided STATE with e schedule containing the anticipated work for each item to be
performed for such number of months as may be necessary in the opinion of CORP to complete the work in
full. In the event of a change in the method or time for performance of any work, the schedule shall be
updated to reflect the present changed circumstances.

All work must be completed by June 30,2005.. This agreement will automatically terminate on June
30,2005 and no costs incurred after this date will be eligible for reimbursement by STATE.

Neither the payment of any estimate nor of any retained percentage shall relieve CORP of any
obligation to make good any defective work or material. In the event STATE determines that any material or
workmanship is deficient, CORP shall replace the materials or correct the workmanship necessary to cure
the deficiency No STATE funds shall be used to pay for a replacement or correction required under this
subsection

Sections
COSTS

CORP shall be paid for the actual matenals installed by the CORP STATE shall make periodic
payments to CORP for costs incurred under the agreement in the manner specified in Section 24 of this
Agreement

Section 7
CRITERIA FOR COSTS

The costs Incurred by CORP to carry out a common carrier light density line improvement project are
allowable if they are calculated using a method which Is (i) reasonable, (il) based on the internal accounting
methods used by CORP to determine the costs of activities paid for with its own funds: and (Hi) consistent
with the Uniform System of Accounts for Railroad Companies (49 CFR Part 1201A[1977], amended

Sections
DISCOUIfTS AND EXCLUSIONS

CORP shall, to the extent of its ability and consistent with the other provisions of this Agreement,
take all cash and trade discounts, tax exemptions, or other credits in connection with goods and services
purchased or used on any approved project or task

Sections
PROCUREMENT

Dnet of MpGMbw at. 3001



The method of obtaining goods and services for this Agreement shall be by force account Such
procurements shall be consistent with sound practice in the railroad industry and reasonably economical

STATE shall have the right to review and approve CORPs procurement system. All proposed
procurement shall be reviewed by STATE prior to any commitment or purchase.

Section 10
RECORDS AND AUDIT

CORP shall notify STATE when all aspects of the project have been completed STATE shall perform a final
project inspection within 90 days of notification. This inspection shall list any deviations from the scope of
work and establish a time frame for rectification of these deviations

STATE shall perform a final financial audit of this contract no later than 180 days after STATE has
conducted a final project Inspection and all deviations noted in the final inspection have rectified.

PTOB 's cost records pertaining to work paid for on a force account basis shall be open to Inspection
or audit by representative of STATE during the life of the Agreement and for a period of not less than 3 years
after the final accounting of the Project. Where payment tor materials or labor is based on the cost thereof to
sources other than CORP, CORP expressly guarantees that the cost records of such other sources shall be
open to inspection and audit by representatives of STATE on the same terms and conditions as the cost
records of CORP Copies of the records shall be furnished to STATE upon request and shall be maintained
In accordance with a work order accounting procedure prescribed by STATE.

CORP shall maintain and make available to STATE any other records which would be necessary to
disclose fully the amount and disposition of funds provided to CORP under this Agreement and charged to
the approved project or task. Charges must be supported by documents evidencing in detail the nature and
propriety of the charges, the total costs of each undertaking for which the assistance was given or used, the
amount of the costs of the undertaking supplied by other sources, and any other books, records and
documents needed for a full and complete verification of CORP *s responsibilities and all payments and
charges under this Agreement.

Section 11
INSPECTION OF WORK

STATE may place inspection personnel on the work site as it considers necessary Such personnel
shall monitor and be responsible for certifying that all work is in compliance with this Agreement

For accelerated maintenance, rail facility construction, rehabilitation or improvement or substitute
service facilities identified by the STATE as requiring above average expenditures for routine maintenance,
STATE shall inspect the work of CORP to:

(1) Ensure that it complies with the Agreement's specifications.
(2) Verify quantitative measures of materials Installed, such as tie counts
(3) Verify labor and material charges for contracts providing for payment on an actual costs

basis ("force account work")

(4) Verify the quantities of unlnstalled materials paid for or to be billed under this Agreement and
those materials are secured against damage, theft, or use other than for the approved project

CORP shall cooperate with STATE In making inspections.

Section 12



INVALIDITY

If any part of this Agreement is determined to be invalid, illegal, or unenforceable, the determination
does not affect the validity, legality, or enfbrceabllfty of any other of any other part of this Agreement and the
remaining parts shall be earned out by each party. A provision held to be unenforceable as applied to any
party or circumstance remains applicable to other parties or circumstances.

Section 13
OBSERVANCE OF LAWS

CORP at times shall comply and require its subcontractors and employees to comply with federal
and state laws, local laws and ordinances and any regulations which In any manner affect the performance of
this Agreement or are applicable to the work under this Agreement. STATE'S performance under this
agreement is conditioned upon CORPs compliance with the provisions of ORS 279.312, 279 314, 279 316,
279 320 and 279.555, which are Incorporated by reference herein. CORP shall indemnify and save harmless
STATE and any agents, officers or employees thereof against any and aD claims arising from any violation of
any such taws, ordinances, or regulations whether such violations are by CORP, its subcontractors or
employees It is recognized that any information, interpretation or representation of any laws, regulations or
ordinances set forth in this section or elsewhere in this Agreement or specifications takes no precedent over
the law, regulation or ordinance

CORP shall satisfy itself as to the true construction and content of such laws, regulations and
ordinances on a current basis

CORP agrees to make payment promptly, as due, to all persons furnishing services, equipment or
supplies to CORP for the performance of work under this Agreement. If CORP fads, neglects or refuses to
pay such dalms as they become due, the proper officers of the STATE, after ascertaining that the claims are
just, due and payable, may pay the dalms and charge the amount of the payment against funds due or due
to become due CORP under this Agreement. The payment of dalms in this manner shall not relieve CORP
with respect to any unpaid daims.

This Agreement shall be governed by and construed In accordance with the laws of the State of
Oregon, without regard to principles of conflicts of law. Any dalm, action, suit, or proceeding between
STATE and CORP that arises from or relates to this Agreement shall be brought and conducted solely and
exclusively within the Circuit County of Marion County for the State of Oregon CORP, BY EXECUTION OF
THIS AGREEMENT HEREBY CONSENTS TO THE IN PERSONAM JURISDICTION OF SAID COURTS

Section 14
PERMITS AND LICENSES

CORP shall procure all permits and licenses which are necessary and incidental to its operation in
the performance of the work and give all notices required by such permits and licenses

Where local ordinances or controlling agency policy prohibits Issuance of temporary operations
permits to other than public agencies, STATE will support the CORFs request for such temporary permit and
wfll accept the same in Its name provided:

(1) CORP takes all necessary action leading to the issuance of the permit
(2) it Is determined to be In the public interest.
(3) It applies only to work performed in connection with the subject Project.
(4) CORP agrees in writing to abide by all requirements of the issuing agency and to hold

STATE harmless from any liability In connection with work under the permit, and
(5) STATE will incur no expense In connection with such permit.
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In transportation of materials and equipment on public highways, CORP shall comply with applicable
statutes controlling traffic and toad limitations and the obtaining of necessary permits This Agreement does
not exempt CORP from compliance with such statutes or to carry any license of permit for overloads

Section 15
ENVIRONMENTAL PROTECTION

CORP agrees that no facility or equipment shall be acquired, constructed, or improved as a part of
the Project unless the facility is equipped to limit water and air pollution In accordance with all applicable State
and Federal standards CORP further agrees to specifically comply with ail the requirements of section 114
of the Clean Air Act. 42 USC1857C-7-9, and section 308 of the Federal Water Pollution Control Act. 33 USC
11236, and all regulations Issued thereunder.

Section 16
WORKER'S COMPENSATION

CONTRACTOR certifies that it has either qualified under Section 13 of the Railroad Unemployment
Act, as amended, which supersedes and governs over any conflicting State of Oregon Worker's
Compensation statute or the State of Oregon Workers' Compensation Coverage. This certification is made
for compliance with ORS 656 029, and Indicates coverage of all employees engaged under this contract by
such Act unless such employers are exempt under ORS 656126. CONTRACTOR shall ensure that each of
its subcontractors complies with these requirements.

CONTRACTOR shall also obey all state and local laws, ordinances and regulations establishing
safety standards for the protection of employees.

Section 17
RESPONSIBILITY FOR WORK

All work and material for this Agreement including any extra work, shall be at the sole nsk of CORP
until the entire improvement shall have been finally accepted by STATE Any damage to either permanent or
temporary work, utilities, materials or equipment and plant shall be repaired to the satisfaction of STATE at
CORP's expense, regardless of the cause of such damage

The parties hereto will be excused from performance of any of their respective obligations heraunder
where such performance is prevented by acts of God Where one party's obligations are so excused the
other party's obligations shall be correspondingly reduced or adjusted Nothing contained in this section shall
be construed as relieving CORP of responslbtify for, or damage resulting from. CORP's own operations or
from his negligence, nor shall CORP be relieved from full responsibility for making good any defective work
or matenals.

STATE bonding requirements will apply to any subcontract in excess of $100.000. If for some reason a bond
was not required, a letter citing justification for this decision shall be retained with contract records.

Section 18
RESPONSIBILITY FOR DAMAGE AND INDEMNfTY

STATE, and all officers and employees of STATE, Including but not limited to those of the
Department of Transportation shall not be responsible in any manner for any toss or damage that may
happen to the work or any part thereof, for any toss of material or damage to any of the matenals or other
things used or employed In the performance of work, for injury to or death of any persons, either workers or
the public; or for damage to the public for any cause which might have been prevented by CORP or its
employees or anyone employed by it



CORP shall be responsible for any liability imposed by law for Injuries to. or the death of, any
persons or damages to property resulting from any cause whatsoever during its performance of the work, or
before final acceptance, and performs the Project at its own nsk. •

CORP shall Indemnify, save and hold harmless STATE and all officers, employees, and agents of
the State of Oregon, and specifically the Department of Transportation, from all claims, suits or actions
brought for Injuries to, or death of any persons or damages resulting from construction of the work or In
consequence of any negligence regarding the work, the use of any Improper materials In the work, caused in
whole or in part by any act or omission by CORP or Its agents or employees during performance or at any
time before final acceptance In addition to any remedy authorized by law, STATE, may retain as much of
the money due CORP as deemed necessary to assure Indemnification until disposition has been made of
such suits or claims. No officer or employee of STATE shall be personally liable for any acts or failure to act
In connection with the Agreement, it being understood that in such matters they are acting solely as agents of
STATE

CORP shall bear sole responsibility for damage to completed portions of the Project and to property
located off the project caused by erosion, siltation, run-off or other related Items during the construction of the
Project CORP shall also bear sole responsibriity for any pollution of rivers, streams, ground water or other
waters which may occur as a result of construction operations

CORP shall protect and preserve from any damage or destruction all private and public utilities, on or
in the vicinity of the work and from interference with the use of such property, its removal, the damage, or
destruction of which is not required by the terms of the contract

Notwithstanding the foregoing defense obligations, neither CORP nor any attorney engaged by
CORP shall defend any daim in the name of the State of Oregon or any agency of the State of Oregon or
any of its agencies without the prior written consent of the Oregon Attorney General. The State of Oregon
may, at anytime at Its election assume its own defense and settlement in the event that it determines that
CORP is prohibited from defending the State of Oregon, or that CORP Is not adequately defending the State
of Oregon's interest, or that an important governmental principle is at issue or that it is in the best Interests of
the State of Oregon to do so. The State of Oregon reserves all rights to pursue any claims It may have
CORP if the State of Oregon elects to assume It own defence.

Section 19
INSURANCE•̂ _«^_^^_i». (

CORP shall, at CORP's expense, take out and keep in effect during the term of this agreement,
Comprehensive or Commercial General Liability Insurance covenng bodily injury and property damage. This
insurance coverage for the indemnity provided under this agreement and products/completed operations
liability. Combined single limit per occurrence shall not be less than $1,000,000 when applicable. Each
annual aggregate limit shall not be less than $1,000,000, when applicable

Said insurance policy or policies shall also name the State of Oregon, Department of Transportation,
and its members, officers, agents and employees as parties insured, except as against the named insured,
for claims of the State of Oregon, Department of Transportation, and Its members, officers, agents and
employees for injury or death to their persons or for damages to any of its or their property. It Is understood
and agreed that this policy shall not terminate or be cancelled by CORP or Insurance Company prior to
completion of the contract without first giving 30 day's written notice of intention to terminate or cancel said
policy to the Director of the Oregon Department of Transportation Said insurance coverage shall be
furnished and provided at the time this Agreement is executed CORP shall furnish STATE with a certificate
of insurance covenng the above policy or policies

Section 20
PROHIBITED INTERESTS
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No member, officer, or employee of CORP or STATE during his tenure or for one year thereafter,
shall have any interest, direct or indirect, in this Agreement or the proceeds thereof.

CORP certifies that it

(1) Has not entered into within one year before the costs are allowable for the project or
tasks, and

(2) Wil not enter Into while the costs are allowable, any subcontract or other arrangement
which may affect a project or task under this Agreement if any officer, key salaried employee, official, or any
member of the Immediate family of one of the foregoing has any material interest in the arrangement unless
the arrangement has been approved by the State.

CORP shall not extend any loan, gratuity or gift of money In any form whatsoever to any employee or
officer of the State of Oregon.

CORP shall not assign or attempt to assign any right privilege, obligation or portion of this
Agreement without the prior written consent of STATE. Any assignment of this Agreement or of any portion
thereof without the prior written consent of STATE shall be Ineffective to bind STATE and shall constitute
cause for any termination of this Agreement

Section 21
TERMINATION

This Agreement may be terminated by mutual consent of both parties, or by STATE upon 30 days
notice in writing by certified mail or in person.

In the event that this Agreement is terminated by CORP or through a breach of the terms of this
Agreement by CORP, CORP shall reimburse STATE for any payments that have been made pursuant to
this Agreement

STATE may terminate this Agreement effective upon delivery of written notice to CORP, or at such a
later date as may be established by STATE, under any of the following conditions.

(1) If for any reason funding from federal, state or other sources is not obtained and continued at
levels sufficient, as determined by ODOT in the exercise of Its reasonable administrative discretion, to allow
purchase of the Indicated quantity of services When possible, and when agreed upon, the Agreement may
be modified to accommodate a reduction In funds.

(2) If federal or state regulations or guidelines are modified or changed in such a way that the
services are no longer allowable or appropriate for purchase under the Agreement

(3) If any license, certificate or bond required by law. regulation, or this Agreement to be held by
CORP to provide the services required by this Agreement is for any reason denied, revoked, or
not renewed.

(4) Agreement may be cancelled at any time that STATE determines that continuation of the Project
by CORP is not In the best interest of STATE.

If any suit, action or proceeding Is brought to enforce, or for the breach of, any provision of this
Agreement by either party, the parties hereto agree that each party shall be responsible for their own
attorney's fees and costs for commencing and prosecuting such suit, action or proceeding Including appeals

Any termination of this Agreement shall be without prejudice to any obligations or liabilities of either
party already accrued prior to such termination



STATE by written notice of default (including breach of contract) to CORP may terminate the whole
or any part of this Agreement'

(1) If CORP fails to provide services called for by this Agreement within the fame specified here
in or any extension thereof, or

(2) If CORP falls to perform any of the other provisions of this agreement, or fails to pursue the
work as to endanger performance of this Agreement in accordance with its temis, and after receipt of written
notice from STATE feds to correct such failures within a tame as specified in the notice

The rights and remedies of STATE provided in the above clause relating to defaults (including
breach of contract) by CORP shall not be exclusive and are in addition to any other nghts and remedies
provided by law or under this Agreement

Failure of STATE to object to violations of any of the provisions of this Agreement shall not be
deemed a waiver by STATE of a subsequent similar breach of STATE'S right to demand stnct performance
by CORP of the conditions of this Agreement

STATE shall not be precluded or estopped by any measurement, estimate, or certificate made either
before or after the completion and acceptance of the work and payment therefor from shewing the true
amount and character of the work performed and materials furnished by CORP, or from showing that any
such measurement, estimate, or certificate Is untrue or Incorrectly made, or that the work or materials do not
conform In fact to the Agreement STATE shall not be precluded or estopped, notwithstanding any such
measurement, estimate or certificate, and payment in accordance therewith, from recovering from CORP
and its sureties such damages as it may sustain by reason of its failure to comply with the terms of this
Agreement. Neither the acceptance by STATE nor any payment for the whole or any part of the work, nor
any extension of time, nor any possession taken by STATE shall operate as a waiver of any portion of this

Agreement or of any power herein reserved or any right to damages herein provided, or bar recovery of any
money wrongfully or erroneously paid to CORP. A waiver of any breach of the Agreement shall not be held
to be a waiver of any other or subsequent breach

Section 22
CERTIFICATION OF COMPLIANCE WITH OREGON TAX LAWS

CORP, swears, affirms or certifies, under penalty of perjury that, the individual signing on behalf of CORP
has the authonty and knowledge regarding the payments of taxes, and that CORP Is, to the best of such
Individual's knowledge, not in violation of any Oregon Tax laws. (For the purposes of this certification,
"Oregon Tax Laws" means those programs listed In ORS 305 380(4) which Is Incorporated herein by this
reference. Examples Include the state Inheritance tax, personal Income tax, withholding tax, corporation
income and excise taxes, amusement device tax, timber taxes, cigarette tax, other tobacco tax, 9-1 -1 -
emergency communications tax, the homeowners and renters property tax relief program and local taxes
administered by the Department of Revenue

Section 23
CIVIL RIGHTS
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CORP certifies that, with regard to assistance provided under this Agreement, it Is In compliance
and will continue during the period in which costs are allowable under this Agreement to comply with the
Oregon Department of Transportation Affirmative Action policy and program

The policy of the Oregon Department of Transportation Is to provide equal opportunity to all persons
In every aspect of employment, and in participation in and access to the benefits and services provided
through activities, projects and programs within the Department's Jurisdiction.

In aff matters, the Department will not discriminate against any person because of race, age, color,
sex, religion, national origin, mental or physical handicap, pofitfcal affiliation, or marital status.

This policy and the Affirmative Action Program established to implement this policy apply to ail who
receive financial assistance from or through the Department

Section 24
PROGRESS PAYMENTS AND CLOSEOUTS

CORP wril submit vouchers to the Oregon Department of Transportation Requests for payments
shall be submitted to STATE not more frequently than once per month in the format prescribed by STATE

If STATE'S final audit determines that the allowable costs exceed the amount that has been paid, it
shall pay CORP the difference, not to exceed the maximum amount owed under the Agreement. If STATE
final audit determines that the allowable costs are less than the amount that has been paid, CORP shall
promptly pay STATE the difference.

STATE reserves the right to withhold 50% of any progress payment if STATE determines that CORP is more
than 60 days behind in the project timeline for completion.

Section 25
MAINTENANCE

The payback period is the period of. time shown to be needed for the public benefits of the project to
equal its public costs. The payback period for this project is two calendar years beyond the date of the final
inspection by the STATE

CORP agrees to maintain the track for the payback period of the project.

Maintenance of the Project shall be without any use of STATE funds for at least the payback period.

Section 26
ABANDONMENT. SALE OR CONVERSION

If for the period during which there continues.? STATE share of assistance for the rehabilitation or
improvement of faculties or rail, not to exceed ten (10) years from the date hereof, there Is a sale, or a
disposition of the line, conversion to non-rail freight use, or the filing of an application for abandonment of the
line under 49 USC Chapter 1 09, the STATE share of the net fair market value of the Improvements added to

it, UOl



the line by_CORP pursuant to this Agreement at that time, as established by Section 27 of this Agreement
shaP be compensated to STATE by CORP.

However, if the transferee, pursuant to sale or disposition of improved property agrees to assume CORF'S
obligation under the Agreement and to enter into an "Acknowledgement of State Assistance", under Section
27 of this Agreement as if transferee had been the original contractor hereof, the payment need not
Immediately occur at tame of sale or disposition, and the obligation may continue

Section 27
LIENS AND COLLATERAL

CORP agrees to file in the appropriate land records a notice in Appendix (B) to this Agreement,
reciting that the property was improved or Installed with STATE assistance and Its use and disposition are
subject to the terms of this Agreement

Removal of the "Acknowledgement of State Assistance", and satisfaction of the lien thereunder, may
be obtained and fDed upon repayment to STATE of State share of assistance.

CORP shall not use any properties that are subject to this Agreement as collateral for any loans.
Neither shall the CORP allow any liens or other Impairments on the title, for any purposes to be placed on
these properties provided, however, CORP may have a second subordinate lien on these properties

Said "Acknowledgement of State Assistance" must be signed and recorded in the appropriate county deed
records prior to STATE incurring any obligation to reimburse CORP for any costs hereunder and prior to any
payments actually being made.

The provisions of this section shall remain in force for a period of ten (10) years from the date hereof,
and any liens or restrictions arising hereunder shall automatically terminate and cease to be effective upon
the expiration of said 10 year period

Section 28
AMENDMENTS

This agreement and any provisions hereof shall not be waived, altered, modified, supplemented or
amended in any manner whatsoever without prior written agreement of the parties.

Section 29
MERGER CLAUSE

This Agreement constitutes the entire agreement between the parties on the subject matter hereof
There are no understandings, agreements, or representations, oral or written, not specified herein regarding
this Agreement. No waiver, consent, modification or changer of terms of this Agreement shall bind either
party unless in writing and signed by both parties end all necessary STATE approvals have been obtained
Such waiver, consent, modification or change, if made, shall be effective only m the specific instance and for
the specific purpose given. Failure of STATE to enforce any provision of this Agreement shall not constitute
a waiver by ODOT or that of any other provision.

This agreement was approved by the Oregon Transportation Commission at its regular July 15,
2004 meeting, at which time the Director was authorized and directed to sign said agreement for and on
behalf of the Commission
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IN WITNESS WHEREOF, the parties hereto have executed this agreement as of this day and year first
above written.

APPROVED AS TO

LEGAL SUFFICIENCY: by

Assistant Attorney General, State of Oregon

Date

For: STATE OF OREGON, Department of Transportation

Title

For CENTRAL OREGON & PACIFIC RAILROAD

Date

Name

Title Date

to, 3004
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MELBO Robert I ~ ""

From: Lovelady, Dan (CORP) [Dan Lovelady@railamenca com]
Sent: Wednesday, February 09,200511:08 AM
To: MELBO Robert I

Cc: Kelsey, Craig (CORP)
Subject: Timeline - CORP Coos Bay Project

Bob.

Here is our timeline for the Coos Bay

10,300 ties are already distributed - the remaining 3,500 ties are on order and will arrive before we get all of the 10.000
installed.
Contractor H&S Construction will do both the tie installation and surfacing. The timeline is an approximation based on the
average ties per mile and may vary somewhat

Work will begin on 3/14 between MP 666 and MP 688 where we will do 1600 ties - 3/14 to 3/20

Will move to Gardiner Jet (MP 738 8 and continue to Cordes MP 763.0 In this area we will install an average of 516 toes per
mile or 12,400 ties

3/21 to 3/27 Install 1.800 taes between MP 738 8 and MP 742 0
3/28 to 4/3 Install 2.000 ties between MP 742.0 and MP 746 0
4/04 to 4/10 Install 2,000 ties between MP 746 0 and MP 750 0
4/11 to 4/17 Install 2,000 ties between MP 750.0 and MP 754 0
4/18 to 4/24 Install 2,000 ties between MP 754.0 and MP 758 0
4/25 to 5/08 Install 2,000 ties between MP 758 0 and MP 762 0
5/09 to 5/15 Install 600 taes between MP 762 0 and MP 763 0 - begin back work and dean- up
5/16 to 5/21 Compete all back-work and dean up

Ballast Dumping and Surfacing will start 2 weeks behind the start of the tie installation on 4/04 All surfacing will be complete
by 5/31/04

Please advise if you need anything else

Dan

2/09/2005
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ACKNOWLEDGEMENT OF STATE FINANCIAL ASSISTANCE

The property indicated on the attached map Is railroad right-of-way owned by the Central Oregon &

Pacific Railroad and was improved with financial assistance from the Oregon Department of Transportation

under an agreement between the Department and the'CORP Railroad Such assistance was granted by the

Oregon State Legislative Assembly at Its regular 2003 session.

The above agreement provides for state funds to be used for the rehabilitation of the railroad by the
Central Oregon & Pacific Railroad as so indicated on the attached map. The use and disposition of said

property is subject to the terms of the above agreements, a copy of which may be obtained from the Director,

Oregon Department of Transportation, Room 135, Transportation Building. Salem Oregon 97301.

By

Title:

Central Oregon & Pacific Railroad

SUBSCRIBED and SWORN before me th»

®4*4h Krtetfn DurUp

My Conmolon 00067867

,200ft

PERSONAUX KNOWN.

PRODUCED LDJ

NOTARY PUBLIC FOReREeeN-

My commission expires.

MIL at tfft^bmt it. IHi
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10/18/04

Mr Edlmmel
State Rail Planner
Oregon Department of Transportation
555 13th Street NE, Suite 3
Salem, Oregon 97301-4179

Dear Mr Immel:

Per your request, below is our best estimate of the timeline for the Central Oregon and
Pacific Railroad's Project.

Because we are purchasing relay ties and our original project was based on new ties, we
expect to increase the number of ties purchased and installed from 10,000 to 14,000 Our
new estimated costs are broken down as follows:

Oregon Grant Funding
14,000 relay ties at $20 00 delivered = $280,000
10,000 cu Yards ballast @ $9 80 = $98,000
OTM (spikes, plates, ect.) $22,000
Total $400,000

CORP Match Funding
Tie Installation 14,000 @ $17 ea - $238,000
Tie distribution 14,000 @ $1 00 - $14,000
Tie disposal 14,000 @ $1 00 = $14,000
OTM (spikes, plates, etc) $18,000
Ballast Distribution - 10 Trains @ $2,000 = $20,000
Surfacing 25 miles @ $2640 per mile = $66,000
Crossings and Switches $15,000
Ditching $15,000
Total CORP Contribution = $400,000

*^ v3
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Estimated Timeline Schedule
10,350 Ties Purchased by 10/15/04
3,650 Ties Purchased by 1/31/05

Project will start at Gardiner Jet MP 738.8 and continue to Cordes MP 763 0. An average
of 516 ties per mile will be installed in this location

The remaining 1500 ties will be installed between MP 688 and MP 686 near Richardson
Road

Plans are to start at Gardiner Jet. during the first week in January and work South to
Cordes Estimates are to install 1250 ties per week with a contractor H&S Construction
We expect to be at Cordes by the second week in March At that time we will move to
MP 688 and project h will take two weeks to install the 1500 ties at that location
Ballast dumping and surfacing will start behind the tie installation and should finish
about two weeks behind the tie project Tie installation should be complete by April 1,
2005 and surfacing should be complete by April 15, 2005

please call if you need any additional information
T\Sincerely,

LovelaBy
General Manager



Application For ConnecfOregon Program 2005-2006
To ensure you nave currant program Information, e-mail connectorBaonfyodotstatG.orMs to get on the electronic mailing list

PART A- Project Summary and Certification: Use this form or a replica Print and sign one original Attach
1 APPLICANT additional text at the end as necessary identified with the

corresponding question number
ORGANIZATION NAME

Central Oregon & Pacific Railroad, Inc #019-06
ADDRESS

333 S.E. Mosher
;rrr. STATE AND ZIP CODE
Roseburg, OR 97470

PRIMARY CONTACT PERSON ANO TITLE

Steve Hefley
TELEPHONE

(541)957-2512
FAX

(541)957-0686

2. CO-APPLICANT
ORGANIZATION NAME

ADDRESS

;i7Y. STATE AND ZIP CODE

PRIMARY CONTACT PERSON AND TTTUE

TELEPHONE

FAX

3. PROJECT NAME AND LOCATION

Winchester Freight Rail Yard. Winchester. OR

4. SUMMARY OF PROJECT

The CORP proposes to construct a new rail yard and freight transload facility along Its existing mainline north of the
immunity of Winchester. Oregon, to alleviate capacity constraints currently experienced at the railroad's Roseburg Yard

5. COST SUMMARY*

a) ConnecfOregon Grant Amount

b) ConnecfOregon Loan Amount

c) Subtotal ConnecfOregon Funds

d) Match Amount

e) Other Fund Amount

f) Project Total

" . % '$7yi?'l600.do *Leave these Cost Summary
" \—;T~r:—~ "7 entries blank - they will fill in
•: *"' ~ -*\:*^V-' ""•' automatically when Part C.4
*tt.*i£-vl tyffijmM of application Is completed.

•. i

6. CERTIFICATION

I certify that Central Oregon & Pacific Railroad, Inc. (applicant organization) supports the proposed project.
has the legal authority to pledge matching funds, and has the legal authority to apply for ConnecfOregon funds I further
certify that matching funds are available or will be available for the proposed project I understand that all State rules for
contracting, auditing, underwriting (where applicable) and payment will apply to this project

APPLICANT SIGNATURE DATE PRINTED NAME

73MHOB(11-05)
CO APPLICANT SIGNATURE DATE PRINTED NAME



ConnecfOregon Program

PART B - Applicant Qualifications
1. CONTACT INFORMATION

Application

APPLICANT

ORGANIZATION NAME t. PRIMARY CONTACT PERSON iWD TITLE

jSteyer Hjaflay '

CO-APPLICANT/CO SPONSOR

2 IS/ARE THE APPLICANT(S) CURRENT ON ALL STATE AND LOCAL TAXES, FEES AND ASSESSMENTS?
[X] YES Q NO If NO Explain

PART C - Project Description
3 PROJECT DESCRIPTION AND PURPOSE: Summarize the project's description and purpose Provide maps In 8 1/2 "X11" format
as hard copy only

This project provides a less expensive transportation alternative for the Oregon forest products industry, while reducing
the growth of heavy truck trips on Oregon roads and highways. The existing 145 carload freight yard on the Central
Oregon & Pacific Railroad (CORP) Is operating at or near capacity.

The CORP seeks to construct a new railroad yard facility adjacent to its present nght-of-way just north of Winchester,
Oregon The proposed yard would alleviate over-capacity conditions at its existing rail yard in Roseburg. improving rail
efficiency, Improving connections and providing better Intermodal exchange between truck and rail. The site is located In
between Interstate 5 (1-5) and Del Rio Road, just west of the freeway

The proposed sfte consists of 28.69 acres -12 22 acres for the rail yard and 16 47 acres for future expansion The yard
itself will include 11 tracks in addition to the mainline and an existing siding Nine of the 11 tracks will be railcar storage
and classification tracks The remaining two will be "lead" tracks The 11-track yard capacity will be 294 railcars,
assuming an 80' typical car length

In addition to the yard, a single-track transload facility Is also proposed for the site. The proposed transload would
Include a concrete loading ramp for loading railcars

The site shall have two vehicular accesses one access road from the north that will pass underneath I-5 next to the
mainline and one access from the south from Del Rio Road ODOT is planning a $53 million improvement to the
Winchester interchange (Exit 129) and proposing to re-align the road closer to the proposed rail yard.



4. Co/inecfOregon (CO) Project Budget
SOURCES OF FUNDS: Please identify the source and amount of moneys comprising your project budget in terms of grants, loans,
match and other funds

SOURCES:

a. ConnecfOregon Grant

b ConnecfOregon Loan

c Required Match (Grants - 20% of
Total Project) 1

d Other Leveraged Funds (2)

e Other Leveraged Funds {2}

F. Other Non-Leveraged Funds (Describe)

g Other Non-Leveraged Funds (Describe)

TOTAL*

AMOUNT

$7.717.600 00

$1. 929/400 OG

'. i '' , $9,647,000 OC

PERCENT OF TOTAL DATE AVAILABLE
CAL YEAR QUARTER

%

ySKSBBR*

^V'*c8S
»1 * ** • * -tJW.

>• -'»!*. ' }'••

,li:2U»J

r*?.'?^5jrc

M.'-'Vtfv'ttc

%

%

%

%

%

2006 3rc

%
(1) Please describe the source and taming of the 20% match shown above If applicable Include the cost basis of property

Central Oregon & Pacific Railroad will acquire this property valued at S1.875.000. and presently has an option on the property

{2) If your project leverages other funds beyond the ConnecfOregon grants, loans and match required for your project, please describe the
source, taming and basis for valuing the other funds Leveraged funds must be shown In 1 (d) and 1 (e) above

IN/A

USES OF FUNDS: Please identify the proposed uses and amount of moneys comprising the project budget

USES:

Labor (Payroll)

Contracted Services (If Known)

Materials and Supplies

Capital Outlay (Land)

Capital Outlay (Buildings)

Capital Outlay (Equipment)

Other (Descnbe)

Other (Descnbe)

Other (Descnbe)

Other (Describe),.

TOTAL*

AMOUNT PERCENT OF TOTAL

$1,414,000.00|

$3,605,000.00

$2.753.000 OOJ

$1 ,675,000 OOJ

I

I
I
I
I

T?m
-;•"•:"*

'. ."28*i

-.-- '!..ito
i. V4- V - -WP "

^£KQ££J/.ft* .ran. «J
a v- x- fH-'-vtsfi
W&tfJDM
ri>kV» -I.-'JL'A-

-•* r-i..**»-«ffv..»

**•-- .-'*->'Vf*r,

•:r'{il, --•*•**»'

'.&&.•£ Jits
>,#-*-12.*jTJ'!>.

%

%

%

%

%

%

%

%

%

%

DATE AVAILABLE 1
CAL.VEAR QUARTER 1

*Tote/s for Sources of Funds and Uses of Funds must be equal.



5 REAL ESTATE

EXACT ADDRESS OR LEGAL DESCRIPTION

a IS PROPERTY OWNED BY APPLICANTS)? [xj YES Fl NO PURCHASE ""«

b IS PROPERTY TO BE PURCHASED? [] YES |x| NO

c IS PROPERTY TO BE LEASED? [] YES [x| NO

d DOES THE PROJECT INCLUDE
EASEMENTS OR DONATED PROPERTY? QYES |x) NO

Provide any additional details here:

PURCHASE PRICE

$1,875.00000

DATE

The property is not owned by the applicant. Central Oregon & Pacific presently has an option to purchase the property

PART D - Project Considerations
NOTE The Independent review consultant who wilt evaluate the project may consider other published or publicly available Information
when conducting this review

6. TRANSPORTATION COST REDUCTION: Describe how the project reduces transportation costs for Oregon
businesses

This project will reduce transportation costs for Oregon forest products Industnes by providing and maintaining a less
expensive transportation alternative Lower rail rates vs truck will result in a savings of up to $58.000,000 per year
This investment will make these Oregon industnes more competitive against other forest products businesses throughout

the United States
The capacity constraints currently experienced on CORP due to lack of yard tracks to classify and store rail cars can only

hamper future Intermodal connectivity as the demand for railcars grows If the line cannot support an Influx of additional
rail cars to service increased future demand, the number of opportunities to transfer shipped goods between truck and rail
is diminished

The applicant proposes to quantify the advantage of the improvements in terms of reduced transportation expenses.

7. MODAL CONNECTIVITY: Describe how the project benefits or connects two or more modes of transportation

This project will provide an alternative to truck transportation for Oregon businesses, while Introducing a transtoad facility
which will allow other industries to use rail for the longer hauls while using truck for the final delivery.
The avoided truck trips will result In reduced highway congestion from truck In the Roseburg area The avoidance of up

to 210,000 annual truck trips will result In avoiding an increase of 1 % of the Area Annual Average Daily traffic (AADT) on
I-5. and avoiding an increase in the truck AADT of up to 12%
The applicant proposes to quantify the improved connectivity by showing the Increased forest products carloads, along

with the additional carloads from the transtoad facility



8. STATEWIDE OR REGIONAL TRANSPORTATION UNK: Describe how the project creates a critical link in a statewide
or regional transportation system

This project will connect the Oregon businesses to the national rail system, making them more competitive Using rail
reduces congestion on the highway system while lowering transportation costs for the businesses. The reduced
congestion will be Statewide by avoiding up to 210,000 additional annual truck trips on I-5 by increasing rail carloads up
to 30.000 per year Without the Increased rail capacity offered by this project, the State may have to increase highway
capital expenditures associated with handling the additional truck traffic over 1-5
The applicant proposes to quantify the improvements in terms of additional carloads of forest products carried and job

creation

9. COST BORNE BY APPLICANTS): Provide the amount by which the project will exceed,or. provide a match beyond
ConnecfOregon's minimum grant-match requirement of 20%

Central Oregon & Pacific Railroad intends to provide a 20% match of $1,929,400
The project is beyond the ability of the applicant to finance with outside sources due to the lower rate of return

10. PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION: Describe how the project creates and retains
permanent and construction jobs In Oregon

The proposed project is expected to create an annual average of 1,778 direct jobs and 2,419 indirect and induced jobs
for a total impact of 4,197 jobs per year over the next 22 year The following table summanzes the jobs analysis The
responses shown here are a summary of attached analysis, "Economic Impacts of Winchester Yard and other Proposed
Improvements to CORP"
Construction Jobs* It is estimated that this work will employee 71 employees during the 9 month duration of the
construction The source of these jobs would be dependent upon the contractor, and could be in state
Other Direct Jobs, Not Including Construction- This project should result In the creation of an average of 41 new railroad
Jobs and as many as 1,778 new forest products Industry jobs per year As a result of this project, CORP employment is
expected to grow from 121 Jobs to 180 Jobs over the 10 year period following completion of the proposed improvements
This employment increase Is directly related to the expanded capacity provided by the project and will not take place
without the improvements The average annual wage of new CORP rail jobs is estimated to be $55,000 based on 2005
year end data and forecasted 2006 trends
(continued Addendum Page 9)

11. ANTICIPATED CONSTRUCTION START DATE OR EQUIVALENT: Sentember 2006

12. ANTICIPATED PROJECT COMPLETION DATE: May. 2007



13. CONSTRUCTION READINESS: Provide a project timeline and describe where the project Is on this timeline In relation
to planning, design and permitting Issues.

The project requires no rezonlng but does require land use permits. These approvals are yet to be received.
Environmental approvals are also needed, are underway, but have not yet been obtained. See attached CORP

Winchester Yard Project Schedule.

14. PROJECT OPERATIONS: How will the ongoing maintenance, operation and replacement of the project be financed?

The maintenance operation, and replacement of the project will be financed by the Central Oregon & Pacific Railroad
capital expenditure program Those funds will be provided by the additional revenue received as a result of this project

15. OTHER CONSIDERATIONS AND INFORMATION: Descnbe any other considerations and information you would like
taken Into account about the project
The project uses the efficiencies of rail to reduce emissions and fuel consumption vs truck This will result in avoiding

additional emissions, and savings of up to 3 million gallons per year In dlesel fuel consumption.



PART E - Supporting Materials: Provide a list here of supporting materials that will be provided as part of your
hard copy submission

The following additional materials are provided In the hard copy application1

Attachment A Support Letters
Attachment B CORP Winchester Yard Project Schedule
Attachment C' CORP Winchester Yard Phase I Plan view
Attachment D. CORP Winchester Yard Profile
Attachment E Property Description
Attachment F Property Sketch
Attachment G Economic Impacts of Winchester Yard and Related Improvements on the Southwest Oregon Economy
Attachment H- CORP Yard Public Benefit Brief
Attachment I Economic & Social Benefit of Diverting Truck Traffic with CORP Yard Improvements
Attachment J. CORP Winchester Yard Project Cost Spreadsheets
Attachment K CORP Public Benefit Spreadsheets



ADDENDUM PAGE 8: Attach additional text here as necessary. Identifying the corresponding application question number
you are completing

PARTC*3 PURPOSE
The principle rail yard along the CORP's Slsldyou line at Roseburg currently operates at-capactty and is Inadequately sized
to accommodate the daily demand for classification and storage of railcars In the last ten (10) years CORP's carloads
have grown from 32,000 to over 52,000 per year. Growth in rail traffic on the line and the increasing size of railcars over
time has antiquated the yard. In order to service future growth, reduce shipping costs, offer competitive multi-modal
transportation opportunities, and alleviate rail traffic congestion on the line, additional yard capacity Is paramount The
following Issues are contributing to the over-capacity situation on the Siskiyou line:
• A daily, 8,000' long tram headed by Union Pacific Railroad (UPRR) locomotives arrives dally at Roseburg yard from
Eugene and returns northbound in the evening. The CORP cannot control the delivery/pick-up schedule of this train, It is
often significantly delayed in departing Eugene Thus, it Is difficult to plan for this operation In addition, this train must sit
on the mainline through Roseburg until it can be handled, often blocking at-grade crossings '
• Once received, the CORP must break the train down, classifying individual groups of cars for storage and delivery. Since
the Roseburg yard is already at capacity, the CORP Is required to run many of these cars up and down the mainline to
store them on sidings far from Roseburg. This has the effect of trying to operate a single rail yard that is spread out over 80
miles The double- and even triple-handling of cars dramatically increases the costs of handling the cars and reduces the
amount of locomotives and crews available for other tasks, as well as tying up the mainline

The proposed rail yard facility will reduce rail traffic congestion on the Siskiyou line by providing a geographically central
location on the line with sufficient capacity to handle the daily train from Eugene, as well as other groups of rail cars The
ability to classify and store the entire train at one location will increase system efficiency by reducing the need to store
groups of cars on distant sidings along the mainline It will decrease the number of tames each car is handled and should
enable CORP to provide more timely switching of rail shippers, thus reducing costs associated with shippers having dock
crews standing idle when waiting for the railroad to provide service It will also Increase the availability of locomotives and
crews to accommodate growth in rail traffic fostered by projected growth In the region's Industrial base

Aside from reducing rail traffic congestion and shipping costs, the project will also foster benefits for the community of
Roseburg Since the daily Eugene train would no longer enter Roseburg, it would not be staged along the mainline in
Roseburg, nor would it block road crossings This has the impact of reducing traffic congestion in central Roseburg,
improving emergency vehicle response times, Improving air quality, and reducing fuel consumption in the community

Also, there is the possibility of future expansions to the proposed Winchester yard which could allow the CORP to further
reduce the size and activity of CORP's switching yard operations In Roseburg This would further alleviate traffic
congestion in downtown Roseburg

- I



ADDENDUM PAGE 9: Attach additional text here as necessary, identifying the corresponding application question number
you are completing

PART D - 10 PERMANENT AND CONSTRUCTION JOBS CREATION/RETENTION

Forest products jobs average wages are estimated at $42,408 per year based computer modeling These wages are
above the county average, and all direct jobs are expected to be family wage jobs

As a result of expanded capacity, the forest products industry should increase output of rail dependent products in
Southwest Oregon. A letter from Roseburg Forest Products Indicates that without the added rail capacity they would not
expand local plants which require shipment of products or raw materials by rail. Our analysis indicates that with added rail
capacity, employment in the forest products industry could expand by as many as 4,856 Jobs in the 10 year period
following implementation of Improvement. We estimate that without improvements, half of these jobs would be created in
some other region of Oregon (other than the area served by CORP) and the other half of these jobs would be created in
other states Thus, 2,428 Jobs would be created in other states if not for improved CORP service. Over the 22 year
planning horizon for the CORP project this amounts to an annual average of 1,778 new jobs per year

We believe that the Medfbrd-White City areas and the North Spit area of the Port of Coos Bay present the greatest
potential for attracting new industries and family wage jobs to the CORP Since 2002, the following new mdustnes have
located on CORP

Company Jobs Year

Louisiana-Pacific (Panel Products), Rogue River 40 2002
Westwood, Reedsport 30 2004
McGovem Metals, Roseburg 6 2004
HFP Transloadmg, Grants Pass 4 2004
American Bridge, Reedsport 120 2004
Goshen Reload, Goshen 4 2005
Southport Lumber, North Bend 70 2005
South Coast Lumber, Merlin 2 2005
Amy's Kitchen, Central Point 200 2006
Williams' Bakery, Spnngfield 275 2006

Total New Customer Jobs 751

Without the additional capacity offered by the proposed rail yard, this pace of industrial development may lessen as
customers seeking rail service are forced to consider railroads in other geographic areas as an alternative to the capacity
constrained CORP

Indirect and Induced Jobs. In addition to the direct jobs described above we estimate that the project will create an
average of 2,419 indirect and induced Oregon jobs per year over the 22 year period. The calculation of these job numbers
is contained in the attachment



ADDENDUM PAGE 10: Attach additional text here as necessary, identifying the corresponding application question
number you are completing

10
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* *—*- J. Michael Reamer
Senior Vice Prerfdort. Liw ft General Comud

MVMML
!•••••&

April 29,2008

Jfy UPS Next Day Air

The Honorable Charles D. Nottingham, Chairman
The Honorable Francis P. Mulvey, Vice Chairman
The Honorable W. Douglas Buttrey, Commissioner
Surface Transportation Board
395 E Street, SW
Washington, DC 20423

Re: STB Ex Parte No. 6?7 - ^nrnpion Carrier Obligation of Railroads

Dear Chairman Nottingham, Vice Chairman Mulvey, and Commissioner Buttrey:

During your hearing in Ex Parte No. 677 on April 25, 2008, a representative from
RailAmerica provided inaccurate information about UP's economic relationship with the
Central Oregon & Pacific Railroad. RailAmerica stated that UP's compensation to CORP
consists of $400 per car, plus SO percent of RCAF-U adjustments up to a maximum of
3 percent annually, ttiat information is not correct.

UP's compensation to CORP is currently about $600 per car, not $400 per car. As fuel prices
have escalated, Union Pacific has voluntarily agreed to pass along additional fuel support to
CORP. In addition, Union Pacific provides CORP a 3 percent supplement for reporting car
movements through Railinc, which improves interline operations and information for
customers.

Union Pacific has also given CORP approximately $1 million since 2004 to help it repair
tunnels on the Siskiyou line and maintain a key bridge on the Coos Bay line.

CORP also complained that its contract with Union Pacific limits the amount it can charge its
shippers. In fact, CORP has unilaterally imposed surcharges on its shippers and is proposing
additional surcharges without objection from Union Pacific.

Finally, while this does not represent compensation to CORP, during the Coos Bay line
service interruption, Union Pacific has provided significant financial support to CORP
customers who lack rail service, so that those customers can use transload services on
Union Pacific.

UNION PACIFIC RAILROAD 1400 Dougtu Street STOP 1580 Orate. MB 68179 ph. (402) 544-6677 b. (402) 5014129



From our external perspective, the basic problem feeing the Coos Bay line is that, since
several major customers closed large shipping facilities on the line in the 1990s, the Coos
Bay line has generated insufficient traffic to support reinvestment in the line. Accordingly,
as I testified on April 24,2008, private entities are unlikely to recover any return on
investment in the line, unless traffic volumes increase substantially.

Respectfully,

J. Michael Hemmer

cc: All Participants (by U.S. first-doss mail) '



Department of Transportation
Transportation Development Branch
Mill Creek Office Park
55513th Street NE
Salem, Oregon 97310
(503)986-4129 FAX (503) 986-3183

File Code- R16-4-4

Date October 29,1998

TO:

FROM:

SUBJECT:

Craig Greenleaf
Deputy Director

Ed Immel ffi*
State Rail Planner

ODOT/Central Oregon & Pacific Railroad Agreement

Attached are two copies of the above agreement which permits trfe pass through of $307,458 in
federal funds from the Federal Railroad Administration to the Central Oregon & Pacific Railroad
The money is cover the expenses incurred in flood damage sustained by the railroad in 1997
The contract has been signed by Dale Herman We also have the necessary limitation in our
budget.

Please sign at the places indicated and return to me for further processing

Attachment



CENTRAL OREGON & PACIFIC RAILROAD
Pa Box m3. Roseburg. OR 97470 (541) 957-5966, Fax (541) 95W686

October 23,1998 _.

" OCT 5461998
Mr. Ed Iramel, State Rail Planner ^c.r*
Department of Transportation RAIL StO \
Mill Creek Office Building
555 13th Street NE
Salem, OR 97310

RE: ODOT/CORP Flood Damage Contract

Dear Mr. Immel:

In response to your letter of October 14,1998, enclosing a draft contract between
ODOT and CORP, and our subsequent conversation, I am resubrnitting two spreadsheets,
along with an explanation of the flood damage to our various properties, and the cost of
repairs by location. I assume these will be satisfactory for inclusion in the contract as
Exhibit A and Exhibit B.

If you desire further data, please don't hesitate to let me know.

Your prompt forwarding of a final contract for our signature would be much
appreciated.

Sincerely*

Walter J Brickwedel
Assistant to the General Manager

Enclosures

cc: Bob Libby, General Manager, CORP

Regional and Short Line Railroad 1997 Award of Merit, Railway Age Magazine
Excellence In Marketing Awnrd-1997, American Short Line Railroad Association



CENTRAL OREGON & PACIFIC RAILROAD

Supplemental information, regarding the physical losses incurred between
November 18,1996, and March 2,1997, as a result of flooding, mud slides, and washouts:
Maps clearly identifying the affected areas listed below are enclosed.

MP 416.25 - Mt Ashland (1-3-97)
Due to extreme water saturation, 13,000 cubic yards of mountainside slipped out

from under the main line, all of which had to be replaced prior to reopening the line. The
railroad contracted with Huffman & Wright, who removed the slide material at the base
of the slide, dug a keyway, then filled the keyway with rip rap and rebuilt the
mountainside, using 13,000 cu. yds. of material. The majority of the material was
obtained from the Oregon Highway Department who experienced a slide above the
railroad and needed a place to dispose of it, thereby reducing the railroad's cost Railroad
personnel was on the ground 24 hours per day to secure the property for safety reasons,
then to provide a work train to make remedial track repairs, dump ballast, and surface the
track. Work began on January 4th, continued round the clock until completion on January
12th, nine days later. Total physical loss amounted to $175,774.62, which is broken down
as follows: $5,749.67 labor, $473.15 mileage, $1,190.00 equipment, $980.00 materials,
and $167,381.80 contract services.

MP 522.70 - Cow Creek (12-9-96 thru 3-2-97)
On December 9, 1996, water runoff from heavy storms saturated the

mountainside, causing extensive mud slides onto the main line track. Copeland
Construction, a contractor, was hired who created a key at the foot of the slide to contain
further material. The railroad rented loaders, providing its own operators, to clear the
track, stockpile and remove the mud and reload it into work trains. This work often
continued after the mainline was reopened. Work began on December 9th and was fust
completed on December 18th, although the line was actually closed for 2 days. The rail
line was closed again on December 30th following additional mud slides. Work resumed
clearing the mud and debris until the line was deemed safe to be reopened two days later,
but clearing and disposing of mud continued through January 7th. On January 26,1997, a
third mud slide covered the roadbed for two more days until it could be cleared. Work
continued through January 31st. The fourth slide at this same location occurred on March
2, 1997, again shutting down rail service for two days All work was finally completed
on March 6th. Total physical loss amounted to $84,683.30, which is broken down as
follows: $15,036.83 labor, $387.63 mileage, $54,094.59 equipment, and $15,164.25
contract services.



MP 56330 - 564.40 - Green (1-3-97)
In the Green district of Roseburg, water saturation at two locations caused our

track bed to drop 18-24 inches and shift up to 3 feet toward the South Umpqua River.
Huffman & Wright excavated the area and cleared the slide material, with railroad
personnel assisting, using a backhoe. Railroad crews then raised the track by hand, a
railroad's work train then hauled and dumped ballast, and the line was surfaced. Work
began on January 3rd and was completed the next day. Total physical loss amounted to
S10.S38.31, divided as follows: $2,889.80 labor, $172.51 mileage, $3,836.00 equipment,
and $3,640.00 contract services.

MP 688.90 - Richardson (11-18-96)
Heavy rains brought rocks, trees and mud down onto our main line, pushing the

track toward the river. An excavator was contracted to clear the track bed and haul away
debris. Railroad personnel then brought in rail and ties and rebuilt about 90 feet of main
line track, dumped ballast and surfaced the line. Work began on November 19th, in
conjunction with the MP 709 Mapleton slide, below, and was completed on the 21st111.
Total physical loss amounted to $9,938.64, as follows: $1,296.50 labor, $92.14 mileage,
and $8,550.00 contract services. (Material cost was not documented).

MP 707.30 - Mapleton (12-30-96)
Mud and four boulders, each the size of a dump truck, came down the

mountainside, blocking both our rail line and Hwy 126. •'The railroad provided personnel
for safety and track repairs, while Coast Road Construction, a contractor, dynamited and
removed the boulders in dump trucks. The railroad was required to contract for flagging
services for safety while contract work was being performed. Railroad personnel then
made repairs to the track. Work began on December 30th and was completed on the 31st

Total physical loss amounted to $33,403.42, broken down as follows- $588.75 labor,
$172.52 mileage, and $32,642.15 contract services.

MP 709.00 - Mapleton (11-18-96)
Water-saturated ground brought down a mountainside, washing out two rail

lengths of main line and covering 300 feet of track. Coast Road Construction, a
contractor, was hired to excavate, remove and haul away slide material. Railroad
personnel replaced the ties, rail, ballast, and performed the surfacing of the track. Work
began on November 19th and continued through the 21st. Total physical loss amounted to
$23,877.11, and is broken down as follows: $3,881.88 labor, $335.39 mileage, $4,156,14
equipment, $2,748.70 materials, and $12,755.00 contract services.

MP 747.00 - Tunnel 19 (11-18-96)
Both ends of this 4,100 foot tunnel were blocked with mud and trees at the same

time, necessitating work crews to clear one side, then the other. Succeeding storms
closed one end a second time. About 400 feet of roadbed were blocked at the north end
of the tunnel, while another 300 feet were blocked at the south end. Plywood material
was purchased by the railroad and placed onto the sides of rail flatcars to contain log
material. A contractor with two excavators was required, one to load material onto the



cars, while a work train hauled the debns through the tunnel where a second excavator
transloaded the debris onto trucks. There was no highway access to this site. Railroad
personnel replaced one rail and resurfaced the line Work began on November 19th and
was not completed until November 23rd. Total physical loss amounted to $55,555.40,
broken down as follows: $7,423.83 labor, $404.80 mileage, $9,378.42 equipment,
$708.59 materials, and $37,639.76 contract services.



r

o>

O co
IT °>t 0>

O E
Ul 0a 4=
O a

*- r?
Z °1U T3

° §
UL

ui

E

(P
H

Y
S

IC
A

L
 D

A
M

A
G

E

w*
Ifrf
H
0
H

K
cn
01

c*

1
cn

of

e
n•̂

scn

n
E:n
"*
co
cn
cn

CO

ue
Q

CD
cn
?
cn
uo
Q

<D
cn
<n
<H»CD

^
oz

H
(O
O
Ou

| 
D

E
S

C
R

IP
T
IO

N

CD

i
CO

CM
CD

r-
U>r*-

€ft

CM
CO

^
h-
IO
h-
^
w

IO
CM
CD

| 
M

L
 A

sh
la

nd

o
CO
CO
CO
CO
>*•
CO

w

CD

CM
CD
(O

Sf
tt

T-to
IO
o
CM
CM

O)
CD
IO
*J
CD
*"

**

COo
CD
O
IO.

CM

V*

o

CM
CM
IO

AS
CD
£
o

o

CD

CM

O
CO

W

CO

CM

O
CD

W

O
CO
CO
CD
IO

CD
£
O

CO
CO
IO
CM

^

W

CO
CO
IO

IO

^

«>

o

I
IO

CD

£o

1

«

"Q

e
CO

ID

Oo
o

s
CO
CO
CD
CD

•ft

s
CO
CO
CD
of

**

g

CO
CO
CD

| 
R

ich
ar

ds
on

CM

COo

CO
CO

V*

%
COo
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A Vision Driving Economic Growth
"a real team effort . . .

real private-public partnership'

"clearly illustrates the value of
ansportation investments . . . "

'enthusiasm and energy that is
contagious . . . "

"a generational approach to
economic development . . . . " .
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OUR VISION
Economic Growth through Transportation Investment

Since its formation in early 2006, the Southwest Economic Transportation Team has explored how
economic growth is hampered by the under utilization of pipeline, air, rail and marine transporta-
tion modes and insufficiently-funded highway systems This overview provides a first look at their
work as well as their recommendations for transportation investment strategies that can stimulate
Oregon's economy and strengthen the state's transportation system

Early in the development process, the Team agreed on the following vision statement

We envision a seamless and interconnected transportation
system that facilitates the efficient movement of goods and
services, promotes a strong and growing economy, and
enhances the quality of life for Southwest Oregon

Vision statements have a place and purpose and this one has served us well However, vision state-
ments don't make strong introductions and, more often than not, don't speak plainly enough to
communicate the goals

Quite simply, our long-term goals are job creation, expansion and retention, and the strategic in-
vestment of limited resources The Team's recommendations can be found on page 6

Task forces tend to focus solely on searching for more money or attempting to cut a bigger slice of
the pie This Team is developing solutions based on smarter ways to use existing funds

Oregon's economy relies on an efficient transportation system and the demands on our system con-
tinue to grow While many things impact growth, this Team's focus is solely on transportation

"One of the frustrations we're experiencing on the legislative level is the demand for education, jobs
i

and'public.safety services," said Representative Susan Morgan "There is a general recognition mr
Salem that the best way that we can provide those services is to grow the economy and get people
to work
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OUR TEAM
Public and Private Stakeholders Came Together

I he Southwest Economic Transportation learn is a collection of nearly 40 private and public trans-
portation stakeholders from five counties Task Force members have expertise in various aspects of

transportation investment and economic development

"This is a real team effort," said Senator Joanne Verger "The uniqueness of this vision and how it
ties back to Oregon's economy is what sets this effort apart from others we've seen before "

The Tuam boasts legislators from both major political parties as well as the chairs of the Oregon
Transportation Commission, the State Aviation Board, and the chairs from two regional Area
Commissions on Transportation (ACT)—the Rogue Valley ACT (Jackson and Josephine counties)
and the South West ACT (Douglas, Coos and Curry counties) Private industry representatives
include Roscburg Forest Products, Harry & David Holdings, Inc and Cascade Wood Products Inc
(The complete list of I cam members is available on the back cover.)

Over the past two decades, southwestern Oregon's economic development endeavors often looked
to the past, reaching back to a time when timber production was the economic engine of the state
Many of the Team members are second- and third-generation Oregon lans who remember southwest

Oregon's regional pride in pulling its own weight in regards to tax dollars and public services

"This effort is looking at ways for southwest Oregon to be productive for all of Oregon again," said
Representative Anne Koblan "We're setting the stage for a new way to approach how transportation
investments shape our economy 'Ihis vision offers the opportunity to enable our region to send tax
dollars back to the rest of the state and once again be a net provider "

The enthusiasm and energy that has grown is contagious The Team is excited to share the process
and the recommendations they've developed

"There is more hope now than we've had in a good, long lime," said Representative George Oilman
"Growth will happen We can sec increases in Asian trade markets on the horizon for many years to
come The need for better transportation links naturally increase "

What sets this group
apart is the private-public
partnership that helped
develop this model.

—Senator Joanne Verger



THE TRANSIGHT MODEL
Making Investment Priorities Based on Economic Benefits

Early in the process, the Team recognized their effort would not reach its full potential without a
process to measure the economic performance of public transportation investments

A number of Team members familiar with economic analysis
software developed by Regional Economic Models, Inc (REMI)
suggested the company could provide the needed economic
measurement platform The Team elected to use the nation-

ally-recognized REMI model as its analysis platform

Once Task Force goals had been established, a measurement
process that incorporated existing Oregon Department of
Transportation (ODOT) policies, transportation planning
infrastructure and Team project data needed to be developed
to make the most of existing and future State resources

The key to reaching the Team's full potential was developing
A process to measure the economic performance of public
transportation investments

"What sets this group apart is the private-public partnership that
helped develop this model," Verger said Tram that partnership.
REMI developed a custom TranSight model that estimated the eco-
nomic impacts for both the southwest region and the entire state

We're setting the stage
for a new way to approach
how transportation invest-
ments shape our economy.

—Representative Amle Roblan

"Effective distance" can be imagined as the distance between two
centers of economic activity, adjusted for the efficiency of transportation between them Transpor-
tation improvements reduce effective distance between two locations and, consequently, increase
their interaction (in terms of the flows of labor, intermediate inputs and end-use commodities) In
general, as effective distance increases, costs rise through an exponential process called "distance
decay "

The model's transportation cost matrix includes individual matrices for transportation costs,
accessibility costs and commuter costs The travel data enter each individual matrix as changes to

effective distance, which are then analyzed as changes to delivered costs, production costs, and
commuter costs for the region

tor businesses involved in transporting goods, shorter travel times for their delivery vehicles trans-
late into savings on fuel, wages, and perhaps vehicle and inventory costs

Transportation upgrades improve compatibility between employers and employees through two
complementary channels firms can access a broader and more diverse labor pool, while workers
can reach additional jobs that may be better suited to their preferences



RECOMMENDATIONS
Putting a Vision to Work

The REMI analysis examined four investment scenarios within southwest Oregon, specifically in
Douglas, Curry, Josephine, Jackson, and Coos counties

From the analysis, the Team developed two recommendations

1. Dredging and widening the channel in the Port of Coos Bay and
upgrading the Central Oregon & Pacific Railroad (CORP) Coos Bay
Une, which connects Coos Bay to the nation's Class 1 rail network
and other short lines;

2. Supporting existing businesses by Improving capacity on existing
transportation systems, specifically Oregon Highway 42 and Inter-
state 5, the CORP Siskiyou Line from Eugene to California and at
the regional airports in Medford and North Bend.

These recommendations match the Team's long-term goals of job creation, expansion, and reten-
tion as well as the strategic investment of limited resources The
Team's recommendations will be presented to local, state and
federal stakeholders in 2007

Recommendation 1: Oregon Gateway

Coos Bay was once the largest exporter of forest products in the
world The community has a rich export history The Oregon
Gateway would provide the needed capacity for freight move-
ment from Asia to North America, with benefits extending
throughout Oregon and along the West Coast

Deep-water vessel calls peaked in 1988 at 310 Activity has
trended down severely Today, no logs are being exported
and there's no projection of log export activity Vessel calls are
currently in the 45-48 range annually and consist primarily of
export wood chips

We realized we have a

diamond in the rough

here and an opportunity

to build a transportation

strategy around the port.

—Representative Susan Morgan

Lower Coos Bay has eight miles of navigation channel, an exist-
ing rail connection, access to developable industrial land, and an
ample supply of customers

Current economic projection;, are for container imports and rail
freight movements to double between Asia and the West Coast of
North America by 2020 Many of the international shipping lines
are looking for new routes to move freight

-- Hfc «



The Team's first investment scenario involves a multi-modal Port of Coos Bay project group th«it
includes the Jordan Cove Energy Project (JCEP), the Pacific Connector Gas Pipeline Project and the
Oregon Gateway Project JCEP involves construction of an import terminal to receive liquefied natural
gas (LNG) at the Port of Coos Bay, regasification of the LNG and transmission via a new pipeline
from Coos Bay to a connection with the western U S transmission network near Klamath Falls The
Pacific Connector pipeline is a private pipeline connection intended to distnbute natural gas to
southwest Oregon and the gas distribution network H

The Oregon Gateway Project makes additional Port improvements that would add container ship-
ping facilities Additionally, improvements would be made to
the CORP Coos Bay line

"Oregon is a trade-dependent economy," said Martin Caller)',
Director of Communications and Freight Mobility, Oregon
International Port of Coos Bay "This project will enhance
Oregon's ability to compete on an international stage "

A corollary bcncfil of the Oregon Gateway and JCEP is that
navigation system improvements are needed to support them
Many of these improvements can be leveraged into additional
Port improvements to benefit the expansion of general marine

Oregon is a trade

dependent economy. This

project will enhance Oregon's

ability to compete on an

international stage.

—Martin Cattery,
Director of Communications

6 Freight Mobility \
Oregon International Port of Coos Bay



cargo activities The JCEP project necessarily requires construction of a waterway from the current
federal channel to the proposed LNG terminal site on the North Spit of Coos Bay

The Port estimates these facilities would involve a total of $670 million dollars in direct construc-
tion investments that would add approximately 1,214 jobs at the Port at start up l*he improve-
ments would include $325 million for construction of the mtermodal container facility, $200
million to widen and deepen the lower harbor, and S25 million in general cargo facility handling
improvements JCEP is planning to be online by 2011 Die Oregon Gateway project is projected for
completion in 2014

To achieve this goal, the learn recommends leveraging Oregon Lottery funds to attract private and
federal funding so the Port of Coos Bay can handle large vessels The channel needs to be deepened
from 37 feet to 51 feet and widened from 300 feet to 500 feet, so that it can accommodate the newest
generation of container ships

The CORP Coos Bay Line runs between Coquille and Eugene-Springfield This rail line, when im-
proved, will efficiently move mtermodal freight and other commodities, from the Port of Coos Bay
to the connection with the national rail system in Eugene-Springfield In order for the Oregon
Gateway project to teach its full potential, convenient and efficient rail freight mobility from the
Port to destinations throughout the U S ii important As such, this project is included to maximize
the benefits assumed as part of the Oregon Gateway project I Tie CORP estimates upgrades to the
line at J120-J140 million to achieve a level adequate to support the shipping potential of the
Oregon Gateway improvements at the Port of Coos Bay Project completion is projected by 2012

ConnectOngon II funding could be used to improve rail capacity and match private investment in
rail improvements Additionally, the Team will explore improving Class 1 and short line rail service

3803*
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in Eugene In order for the Oregon Gateway Project to reaih its full potential, convenient and
efficient rail freight mobility from the Port to destinations throughout the U S is important

"Our short-term goal is to develop a funding package to finance dredging in the Port of Coos Bay as
well as upgrading the rail lines from Coos Bay to Eugene," Morgan said

Recommendation 2: Supporting Existing Businesses

Highway Improvements

The analysis reviewed major highway projects from year 2006 to 20'iO provided by ODOT with pre-
liminary construction cost estimates Only those projects located on major highways—Oregon 38,
42, 62, 138, U S Highway 101,199, and Interstate S-^are included in the project list

The highway investment results
depict dramatic economic growth
from the $3 2 billion in highway
investments If these investments
can reach benchmark network
efficiency increases of 2 5 percent,
then this investment strategy
would result in substantial eco-
nomic expansion

The Team recommends continued
investment in Interstate 5, the key
north-south freight route on the
West Coast is essential Improving
connections between the Rogue
Valley to the Port of Coos Bay and
the coastal communities of Coos
and Curry counties also involves
investment in Oregon Highway 42
to a four-lane highway

"Highway 42 is best link from
the southern Oregon coast to
1-5," Roblan said "That link will
become more vital as we work to keep up with demand "

In Jackson County, Highway 62 connects Interstate 5 with the White City industrial area

The Highway 62 corridor from Medford to White City experiences some of the heaviest traffic and
congestion in southern Oregon with traffic volumes in the corridor similar to that found on 1-5
north of Medford



Regional Airports

The analysis looked at improvements to the Rogue Valley-Medford International Airport in Mcd-
ford and the Southwest Oregon Regional Airport in North Bend The Team recommends continued
investment that focuses on both air freight and passengers

The Rogue Valley-Medford International Airport handles nearly 20,000 passengers dunng a typical
month Fhe airport also handles air freight that is essential for many types of businesses that rely
on efficient air freight service The airport has seen substantial direct investment over the years and

that direct investment has translated into steadily
increasing passenger volumes and freight movements
Currently, the airport is undergoing a major construc-
tion project to build a new terminal to support future
operations and expansion

The most significant capacity improvements at the
Rogue Valley-Medford International Airport are the
new terminal, new tower and parallel runway project
The Airport Master Plan indicates that the parallel
runway, in particular, will add substantial capacity

People need to understand this

isn't a pie-in-the-sky vision. A lot

of work has gone into developing

these recommendations.

—Michael Bum//, Chair
Oregon State Aviation Board

The Airport Master Plan also indicates that this capac-
ity will be needed to serve forecast travel demands
As such, if the 10-20 percent growth in air travel is
dependent on these improvements, this represents an*
essential investment for the long-term health of the
Jackson County and Josephine County economies
that will support considerable economic growth and
expansion

10



The airport serves seven counties throughout southern Oregon and northern California and about
600,000 passengers annually Private investment is active as well TWO of the three fixed-base opera-
tors are in the process of enlarging their facilities and building new hangars

The terminal is being expanded from 35,000 square feet to 116,000 square feet with capabilities of
future expansion Passenger growth has averaged 8-10% annually for the past three years

M

"Our import volume has increased four fold since 200V said Peter Kratz, Executive Vice President

Operations, Harry & David Holdings, Inc "Our largest import source countries are China, Hong
Kong and India We are bringing 13 different fruits in from the Southern Hemisphere "

The Southwest Oregon Regional Airport in North Bend handled more than 70,000 passengers in
2006, according to Gene Cossev, Airport Operations Manager The airport is the only commercial
service airport serving Coos, Curry and western Douglas counties on the southern coast

A new $ 18 million passenger terminal is
underway Completion is scheduled for
2008 The 30,000-square foot facility is
being funded with a combination of state
grants and loans The remodel of the
original terminal building was completed
in 2006 through funding from an FAA
Airport Improvement Project grant

Our import volume has

increased four-fold since 2003 ...

Our largest import source countries are

China, Hong Kong and India.

—Peter Kratz, Executive Vice President Operations
Harry 6 David Holdings, Inc

11



:

i/s effort has broad,

itional implications.

—Stuart Foster, Chair
Oregon Transporauon Commission

CORP Sisktyau Line

The Team's analysis also reviewed the CORP Siskiyou Line, a north-south line that runs from Cugcnc-
Spnngfield to Black Butte, California This line has significant speed restrictions and the tunnel through

a portion of the Siskiyou Mountains is not large enough to allow double-stack intermodal cars

The Team recommends rail improvements from Eugene to Black Butte, California, upgrading the

track to handle a 50% increase in speed

Weiteri Iregon Rillruls
Norn-Sim Corrilir Iptlint

Like the highway system, the rail-
road system is dealing with mireased
weights and an aging system Much of

the railroad was built at the turn of the
last century

Rail cars have evolved lo handle
286,000 pounds gross weight, however
20-30% of Oregon's railways are not
compatible with that weight

The CORP Siskiyou Line would benefit
from rehabilitation Most rail facilities

are experiencing challenges because
the direct return on investment for
the managing companv from facility
upgrades are not covered by additional
revenues

"We have a $7 million project going on
right now with new rail and tics, and
we also have a Conr\ectOre$on project
underway," CORP General Manager

Steve Heflcy said "It is very impor-
tant for us to continue to get the track
upgraded so we can run faster, which
helps reduce our customers' casts "

12



APPENDIX
Projects Benefiting from Transportation Investments

The Team's work included analysis of two private-sector investment projects that are intended to
demonstrate the kinds of economic growth and expansion that can occur as a result of private sec-
tor investment responding to targeted transportation investments

While these are not part of the Team recommendations, these projects illustrate the value of trans-

portation investments

"We're taking a generational approach to economic development in Oregon," Representative

Rublan said "Our long-term goal is keep this "learn together, reviewing the work, the priorities, for

another 30-50 years "

Roseburg Forest Products LVL Plant

The CORr yard in Roseburg was capacity constrained A $7 7 million grant from ConnectOngon
added enough capacity to the CORP system to allow Roseburg Forest ftoducts to move forward with
plans to expand a Laminated Veneer Lumber (LVL) Plant

The LVL Plant is a good example of how a high value-added production facility benefits from
targeted transportation investments For an initial investment of less than $80 million, the plant
generated more than $100 million in total gross revenue for Oregon Roseburg Forest Products has

just announced a $70 million expansion of the Engineered Wood Products Facility in Riddle that

will more than double the current capacity by 2009

"One of the very positive factor* that
influenced our decision is the new rail

yard in Winchester," Ray Barbee, Vice
President of Sales for Roseburg Forest
Products, said "Right now, the existing

One of the very positive

factors that influenced our

decision Is the new rail yard in

Winchester... That will have a

huge impact for all industrial

shippers in the southwestern part

of the state.

—Ray Barbee, Vice President of Sales
Roseburg Forest Products

13



facility handles about ISO cars but the new facility will handle 290-300 cars That will have a huge
impact for all industrial shippers in the southwestern part of the state

"We currently use about 24,000 rail cars and about 32,000 trucks per year We prefer to ship by rail
anytime that we can We are anticipating a need for 2,000-2,500 additional rail cars per year and
that could push upwards to 3,000 "

According to Barbee, the $7 7 million Connect-
Oregon grant helped Roseburg Forest Products op-

timize their LVL Plant The return on investment
is astounding as payback is projected at slightly
more than two years

Jackson County Employment Campus

A conceptual project that is in the initial plan-
ning stages, this project addresses the unique
amenity characteristics in Jackson County and,
specifically, Medford, that are attractive to tech-
nical industries There is limited land available
in Jackson County for industries that tend to

demand Office Park/R & D Lmployment Campus
style development patterns

Analysis results showed the power of an econo-
my that diversities and attracts a mix of high-
value added activities wilh relatively high
payroll This is clearly depicted by substantial
growth in Gross Regional Produit and employ-
ment growth near 3,500 by 2030 in Jackson
County alone

Jordan Cove Energy Project (JCEP)

JCEP currently is going through the Draft En-
vironmental Impact Statement process with
the Federal Energy Regulatory Commission for
approval of the LNG terminal facility at the Port

of Coos Bay The modeled direct inputs from the terminal include an estimated $500 million dollars
during the construction phase and an estimated 56 permanent jobs to operate the facility following
construction Estimated project completion is 2011

"The liquefied natural gas import facility would help recruit new industry to the area and be a tre-
mendous benefit to the entire state," said Jeff Bishop, Executive Director, Oregon International Port

of Coos Bay

14



, . i .. ' '+J1 Jr • ' v1 ' i J V.*rf.- - «'»• . . -«• . , . . • • >.. „
* iv~. "I ': ' .! "

L
.1 e

ECONOMIC SUMMARY
Adding Value to the Work

-~ • *

Significant economic* expansion is fore-

cast to result from each of the projects

,. - analvzcd'ihere I'He projects with the

greatest potential are those that reduce

, ; "* effective distance to support a diverse

*?**;"' set of'competitive industries in the

V* •*• regidn'and- the State of Oregon " . . „
'i -*"*/':i*!" , V J, '' " J". ."" ' '"0 ' *.*

^ ^^Representative Peterjluckley^sees the' ,^ \
1 /^Team's work as' the3artfof something^^ lt

'• •*/! .-bigger ''f
 f'^S / ' • ' ' . ,

- * •' "iFHis work, this analysis is the proto-^ '

' '.' '-.typical tool;for national applications," • u
l" , ' T fc "* *. i 1^ I-' * ' '* «' '

' • ,i" " Represc'ntative RuLkley said "With this;
.. *., - j&*\ ' ' * "•.£. */"•..' " • •. • f.

L. •%.? we not only (.an measure the economic Y-1 '
f •' -• f i .U . . J -11"-' -1 ' .."' V "V -I <o-u performance of.lransportation invest-, v

* * ' - • » " * • " . **. s 1 -«^** . v^'-* »
%r . .-, • > » » . . MJ v..'-,-<(i Vy*? 1 - .--"'* * -• . • » * . » , - . ' • - • • i -• . 'v-j.i;.; -/£, ,^.
:-. "' 'The value or a private-public partner-;^'! ^ « j

* • . -.., ~* *;-'\ •*-° • *. r^c*'.:. 1" *»,-fr ,
,- • > shipbccaineievident^duringtheTeam's^'v ;'

*"* -work lTiis>allowsUh>StateXbrc«Jri^y:-lB

.* I - - ~" ~ - • »• '..T* * -, "T-M-' • * ' V "%

- , . to. evaluate.how,, best-to leverage its "-1*!, . '

,* v^^nvestmeht^witJi'tho'seof.thepnvdteAi," *

! * ^ "Sometimes there^is a gap between- r '

I '*.'.& ,'what companies need and what the .

[v i; 1poljcy_hiakcrsfpmyidei
l('saidjPeter1

 -I "

I" " Kratz, Executive Vice President Opera's,"'1

tiohs, Harry Gc David Holdings,,Inc-- -.; ':

» ^ ' -- - i ' / " . • " , " J i . '
^' -. - Ray Barbee .agreed, " We don^t do as * j y1

i -.l1/̂ . ,8%d'ajob as wcrshould at getting '. '*

i . - Apolitical- help to'address our.transporta- •
' * » - ' • _ „ — i i l l i V r - ' - " " ' i ' i i i J

' /^(fc tipn needs;? Barbee*'sa_id "We tend to,*1

- *',---, ?/V. ;• J ' . - * , - - J : . A ...., ̂ .,,.,-,.... ̂  *, ̂ ty*
. -«-..^Hr..--V-:..-^:dfe'*A

Employment

2021 toao
Year

•Medford EmployniQnt Campus
ElRoseburg Forest Products LVL Project
•Jordan Cove LNO Project
DRall Projects
DAIrport Projects
•Highway Projects
IB Port Projects

Revenue
200

& /^L^^S.D& ' //> KS^-ff> ' ^o

2010 2030

Year

15



Southwest -'Oregon Economic 'Expansion ami Transportation Team' ' • - r "

Baker, Mike

Barbee, Ray
i!
Bishop, Jeffrey ,

.Buckley, Peter

Bunill, Michael

£aliery, Martin
i

Claflln, Chris

Conrad, Helga

Doan, Ron '*

Foster, Stuart

Gambee, Stephen

Gil man, George

Griffin, Jeff

Hanna, Bruce

Hawksworth, Tom

Hefley, Steve

Herbert, Lynn

Hunter, Jeff

Kratz, Peter

/Krlcgcr, Wayne

,/ Mather; Paul

McClellan,Jlm

Messerlc, Ken

u Monterb, Michael

/' 'Moore, Gary

• _Morgari, Susan/
- * " y"Muscus, Kathy.

Opltz, Ron' '•

Prozanskl, Floyd

Roblah/Amle

Verger, Joanne'

Watt. John

Senior *ilor Planner, Oregon Department of .Transportation~||/

VlcerPresldent Sales, Roseburg Forest Products -°n ' •
*" \ — "•-! . » . /

Executive. Director, Oregon International Port of_Coos Bay
f I '' V ~~^ " ' rif *

Representative) State of Oregon - * * , ', ,11 ° - 'v ' " ft '
Chair, Oregon State Aviation Board ~-

Director of Communication & Freight Mobility, Oregon International
Port of GoosBay

Oregon Ecbnomlc'and Community Development Department

Umpqua Economic Development Partnership
r

Chair, Douglas County Industrial Development Board

Chair, Oregon Transportation Commission /"^

President, Rogue Disposal and Recycling ( ' (

Representative, State of Oregon

Regional Director, Governor's Economic and Revitalizatlon Team

Representative, State of Oregon

Marketing Manager, Central Oregon and Pacific Railroad

General Manager, Central Oregon and Pacific Railroad

General Manager, Herbert Lumber

Co-Chair, Rogue Valley Area Commission on Transportation

Executive Vice President Operations, Harry & David Holdings, Inc.

Representative, State of Oregon

Region 3 Manager, Oregon Department of Transportation

Chair, South West Area Commission on Transportation

'CoasrConsulting & Services, LLC
r • m

Co-Chair, Rogue Valley Area Commission on Transportation.

Cascade Wood Products . . • „ •

Representative, State of Oregon

Legislative Assistant to Senator Joanne Verger-'1 - « - • •
h.

South Coast Development Council

Senator, State of Oregon

Representative;, State of Oregon

Senator, Statej)f_Oregon

John Watt & 'Associates

The Transportation Investment Economic Impact Analysis Report 1s available online at
http://www.orcgon.gov/ODOT/HWY/REGION3. For additional questions or copies, please
contact Mike Baker at (Ml) 957-3658 or via email at michael.baker@odot̂ tate.or.iis.
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Traffic and Revenue Chart

Year

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

CORP'

Traffic1

32,005
35,789
41,095
43,972
44,250

Revenue1

S1525m
S1787m
S1954m
S1297m
S21 98m

42,875 i S2031m
36,752
44,240
45,612
43,018
49,446"
45,017"
32.57410

S21 89m
S22 23 m
S23 68 m
S23 63 m
$30 03 my

$27 56m12

$24 42m17

MofWas
percent of
revenue1

22 5%
23 0%
1 1 5%4

128%
1 1 7%
10 1%
90%
98%

127%'"
24 2%

136%IU

18.4%IJ

108%

Coos Bay Line

Traffic2

9

7,131
9,866
10.142
6,460
6,431
5,982
8,376
9,039°
5,849'
6,247

5,845 14

3.65218

Revenue

Conflicting

figures

exist See

the note

immediately

following

this chart

Coos Bay
Line capital
expenditure3

•;
9

9

9

9

•t

$274,240
$199,653
$302,242
$191,522

$1,121,905
51,815,076"

$678,21319

Note CORP has released a wide variety of numbers regarding annual revenue of the Coos Bay
Line, ranging from $3 5 million to S2 0 million The highest figure, S3 5 million for 2006, was
used by Scott Williams of RailAmcnca in a letter to the STB on Nov 2, 2007 Exhibit 36 The
lowest figure, $2 0 million, was included m one of the two pro-forma Term Sheet proposals
(titled "Draft Coos Bay Shippers/CORP Term Sheet") made by CORP in January 2008 Exhibit
38 Other figures recently offered include 52 93 million for 2006 (included on page 11 of the
May 12,2008 CORP Response to the Show Cause Order) and $2 5 million (included in the other
of the two pro-forma Term Sheets from Jan 2008) Exhibit 37

1 Reported by CORP to the Oregon Department of Transportation, Rail Division These figures may be limited to
just the portion of CORP in Oregon
' CORP Partnership for Coos Bay Line, presentation (Nov 14. 2007), Exhibit 23 at page 13
3 CORP Briefing before Oregon Senate Interim Committee on Transportation (Oct 25.2007), Exhibit 35 at page 6
4 Unknown what portion of this might include the £307,458 given to CORP from federal government for flood
damage on Coos Bay and Siskiyou Lines
s Unknown how much of this figure may include 5300,000 given to CORP for ties and ballast on Coos Bay Line
from the Oregon Short I me Railroad Rail Infrastructure Improvement Program
* Or, 7,574 cars according to page 25 of CORP's Response to the Show Cause Order, filed May 12, 2008
7 Or, 5,408 cars according lo page 25 of CORP':. Response to (he Show Cause Order, filed May 12, 2008
8 Or, 52,480 cars according lo page 5 of Appendix A of the Verified Notice of Exemption filed by Fortress and
RailAmenca on Dec 1, 2006 in Docket 34972. Format investment Croup LLC. et al - Control Exemption -
RailAmerica. Inc, et al
* Or, S30 9 million according to page 5 of Appendix A of the Verified Notice of 1-xemplion, filed by Fortress and
RailAmerica on Dec 1, 2006 in Docket 34972, Forties Investment Croup LLC, et al • Control Exemption -
RailAmenca. Inc, et al



Traffic and Revenue Chart

10 Unknown now much of this figure may include the 5400,000 given to CORP for ties and ballast on Coos Bay
Line from the Oregon Short Line Railroad Rail Infrastructure Improvement Program
11 Or. 46.376 cars according to page 5 of Appendix A of the Petition by Applicants for Revocation of Class
Exemptions, filed by Fortress and RailAmenca on May 22, 2007 in Docket 35031, Fariren Investment Group LLC.
tit al - Control - Florida East Coast Raih\a\. LLC
I: Or, S30 3 million according to page 5 of Appendix A of the Petition by Applicants for Revocation of Class
Exemptions, filed by Fortress and RailAmenea on May 22. 2007 in Docket 35031, Fortress Investment Croup LLC,
et al - Control - Hoi ida Hast Coast Railwa\, LLC
13 CORP claims to have spent 5934,000 or 32% of the gross freight revenues on the Line on mamtancnce in 2006
and an average of 28% of annual gross freight revenues between 2003-2007 CORP Response to the Show Cause
Order, filed May 12, 2008 at 11
14 Or, 4,586 cars annually in the future according lo the two pro-forma Term Sheet proposals (titled "Draft Coos Bay
Shippers/COKP Term Sheet'1) made by CORP in January 200S Exhibits 37 and 38
15 Tunnel 15 repair and collapse
16 Or, 38,691 cars according to page 5 of Appendix A of the Verified Notice of Exemption, filed by Fortress and
Rail America on March 3, 2008 in Docket 35123, Fortrets Investment Croup LLC. et al - Ewmptionfor
Transaction within a Corporate Fannlv
17 Or, $27 5 million according to page 5 of Appendix A of the Verified Notice of Exemption, Hied by Fortress and
Rail America on March 3, 2008 in Docket 35123. Fortress Inveiimtnt Croup LLC, ctal - Exemption for
Transaction within a Corporate Family
18 Until embargo Sept 21,2007 Total traffic for the >ear was 4,018 cars according to page 3 of CORP Response to
the Show Cause Order, Hied May 12, 2008
19 CORP claims to have spent almost 40% of the Line's revenue on capcx for the Line during the last 3 to 4 years
STB Ex Pane No 677 Common Carrier Obligation of Railroads, April 25, 2008 Hearing Transcript al 114
(Testimony of Paul Lundberg)
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RailAmenca, Inc (ticker RRA. exchange1 New York Stock Exchange (N)) News Release - 21-
Sep-2007

CORP Discontinues Operations On Coos Bay Une

Roseburg. OR - The Central Oregon and Pacific Railroad (CORP) announced today that
it is discontinuing operations between Vaughn, OR and Coquille, OR due to unsafe
tunnel conditions The rail line segment has nine tunnels, each more than 115 years old.
several of which are no longer safe to transit The rail carrier has notified its customers
along the line and will Issue an embargo notice to the Association of American Railroads
notifying all other rail earners that rail cars will no longer be accepted for delivery Final
deliveries of goods in transit are expected to be completed by the end of the month

Late in 2006, the earner began extensive repairs to one of the tunnels. The repair work
triggered a tunnel collapse that cost almost $2 million to repair. Since that time. CORP
has engaged an internationally known geotechnical and environmental engineering firm
with particular expertise in rail tunnel repairs to assess the status of the tunnels on the
line The experts determined that three of the nine tunnels require extensive, immediate
repairs to be made safe for FBI! operations and minimize the risk of collapse

CORP General Manager Kevin Spradlm said the company would seek to form a public-
private partnership to make repairs to the line, but that the amount of money required is
significant, totaling nearly $7 million over the next five years for tunnel repairs alone "We
regret any inconvenience that this closure causes our customers, but the line has
become unsafe for our employees to use," said Spradlm "We tried to keep it open as
long as possible " The CORP is making space available for customers that want to truck
their goods to the earner's Eugene to Roseburg line for transfer into rail cars

Previous efforts to increase rail rates on the line through a surcharge were unsuccessful.
The Coos Bay line just doesnt have enough business on it today to justify us making
the repairs," said CORP Marketing and Sales Manager Tom Hawksworth "Even if the
money were suddenly available, it's not safe to make the repairs until after the rainy
season next Spnng" Hawksworth added that the line could be reopened to support a
container terminal at Coos Bay should such a terminal be developed

All media inquiries should be directed to Toby Srebnik at Tilson Communications
Media Contact
Toby Srebnik
Tilson Communications
tsrebnik@tilsonpr com
561-998-1995

Jim Wurtz
NREC
800-253-2905

http.//www corporate-u-.net/ireye/ir_site zhtml'>ticker=rra&script==410&layout=-6&item_id=1057984 10/10/2007
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DeFazio calls for rail probe

By Elise Hamner. City Editor
Friday September 28 2007 1". 42 AM PDT

Oregon Congressman Peter DeFazio is calling for a
Federal Railroad Administration investigation into the
Central Oregon & Pacific Railroad's closure of the
Coos Bay short line

DeFazio sent the agency's administrator, Joseph
Boardman, a letter Wednesday asking his agency to
review CORP engineering reports They are
scheduled to talk Tuesday DeFazio also wants the
agency's inspectors on the ground — in railroad
tunnels the company deemed unsafe

"I also request that FRA tunnel inspectors perform a
physical inspection of the line and evaluate what, if
any, repairs are necessary to make the line safe for
operation," DeFazio wrote

The letter followed the railroad's action to file an
embargo on the line Sept 21 The embargo indicated
the line was closed because three tunnels are unsafe
On Thursday, the railroad agency's public affairs
specialist. Warren Flatau, didn't say how soon FRA
inspectors might be on the Coos Bay line's tracks

"I wouldn't want to speculate." he said

"Unequivocally, we will seek to be fully responsive to
the congressman's concerns," he added

More pressure

The state of Oregon also wants answers

Railroad officials said they based their decision to
close the tracks on engineers' reports and their
concern about employee safety The governor's office
and the Oregon Department of Transportation's Rail
Division are demanding copies of the private
engineering reports The state hadn't received copies
as of Thursday morning

But that's not the only pressure on the railroad

A tram engineer gives one last wave, as a
final Central Oregon & Pacific Railroad train
leaves Coos Bay on Wednesday morning
The engine pulled a long train of empty
cars, a few carrying lumber for Geargia-
Pacific mill and some partial loads. The
engineer said the tram would head to Coos
Bay's North Spit Today, CORP started
pulling the cars to Eugene. The company
announced last week it is ceasing operation*
on the Eugene-to-Coquille line due to
unsafe tunnels. World Photo by Lou Sennick
Advertisement

ODOT has put on hold plans to give CORP S7 million .
from the 2005 Legislature's Connect Oregon program to help build a S9 6 million rail yard next to an
existing one in Winchester
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That project comes into question with all the recent events," said Kelly Taylor. Rail Division administrator

It's unusual for a private railroad to get any public money But, the railroad made a convincing case

The project was to alleviate over capacity at the rail yard in Roseburg The railroad had said in a grant
request two years ago that the project would give forest products companies more opportunities to ship by
rail The Coos Bay line served at least three South Coast wood products companies, which now have no
direct access to rail service

"We need to understand what's happening, what's going on and whether or not this project should go
forward," Taylor said

On Wednesday, the final train slowly slid out of Coos Bay The engineer aboard said he was heading out tc
^^^^—-^—^ pick Up the railcars remaining at the sawmill on the North Spit Those cars were leaving the area for
PHOTO GALLERIES Eugene this morning CORP has told sawmill managers this is the last load
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Silence on the line

CORP has issued no public statements since an initial press release announcing the closure But this
week, railroad officials sat down with members of the Southwest Oregon Economic Expansion and
Transportation Team in a closed door meeting in Roseburg The group gathered as it has for nearly two
years to talk about the Oregon Gateway project to attract a container shipping terminal development to
Coos Bay CORP and Union Pacific staffers are part of that group, as they have been all along

People attending the meeting reported that the Coos Bay line closure came up The conversation was
tense CORP officials reportedly said the railroad had invested $47 million over the years in upgrading
tracks in Oregon Rep Wayne Krieger, R-Gold Beach, apparently challenged that He demanded to see
the documents proving it

Throughout those meetings in the past, the group has discussed poor conditions of the CORP's tracks on
the Siskiyou line down to California, said Rep Susan Morgan, R-Myrtle Creek

'The railroad has made no secret about it," she said

In fact, the railroad is under a 2-year-old safety compliance agreement with the Federal Railroad
Administration The feds issued it less than two years ago after deciding the railroad was inadequately
maintaining and inspecting its tracks The agreement pointed out that in visits to CORP tracks in Oregon
from 1998 to late 2005, FRA and state inspectors found 4,067 noncomphance conditions That included
everything from gauge defects to defective cross ties, rails and rail joints There was no mention of tunnels

Profit or not?

Repairs are costly, especially now when rail business might be slowing

Morgan said she knows sawmills have cut production due to a slump in the housing market, which
undoubtedly has affected shipments to the railroad A Georgia-Pacific employee said that has been a
factor in a slowdown in operations at the Coos Bay sawmill No numbers are available on the exact numbei

I.™ of rail cars heading from the South Coast to Eugene

IMBtlnhurid^ In 2003, the railroad company took a big hit when Weyerhaeuser Co closed its mill on the North Spit
3sr Then, the railroad lost 315 cars per month This year in an annual report to the Oregon Railroad Division,
*=^ CORP said it moved 45,017 rail cars on its Oregon tracks in 2006 Taylor estimated 10 to 15 percent of

Jjjgg those came from the Coos Bay line and said she has no idea whether the line was profitable It's a private
!=;HBl!5Bllc5 business The company doesn't have to share that information
"̂ ^ RfMl£CCHy±jjU

2£ "It either generates revenue or you don't do it anymore." she said
_ j—ta
gaeaaj
ag? Speculation

W -̂JL^ JSiS^̂  ln tne end' though, st£|te officials and local lawmakers say they are disturbed most by the attitude and
t-̂ Î Î ^S^pB responses of officials of CORP and its parent company Rail America When asked what their plan is to
*• in. mi w- 'YH repair the Coos Bay short line and re-open for business, officials were blunt
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"We have no plans," Taylor said of CORP's response this week to the officials gathered at the meeting in
Roseburg

"They got asked again. 'We have no plans.'" Taylor said of the repeated response

"Saying you are calling an embargo with no plan is absurd," she added

That's led to speculation

"If you're not going to make repairs, then you head down the abandonment line," Taylor said

There's a federal process required for abandonment In the end, simply it can mean a railroad walks away
It can pull up its tracks, sell them for scrap and sell the right of way

There have been rumors of exactly that In past months railroad online bloggers have suggested the
railroad might also end operations on the Siskiyou line CORP reportedly denied that when pressed for an
answer

"It's a real negative atmosphere when everybody is basing the discussions on rumors," Morgan said "What
we really need is the CORP to sit down at the table"

lil printable version G3 e-mail this story

Comments

JDLAMPKE
wrote on Nov 7 2007 7 32 A.V

Steve. By your statement that the railroad should be closed, you have shown a definite lack of knowledge of all
the issues, as well as a definite lack of vision for the future of all concerned Trucks pollute Trucks cause traffic
problems Trucks tear up the highways Trucks are the worse way to go in the long run Plus, who do you think
will pay for the increased cost of the products from the mills, as a result of the increased shipping costs?
Everybody needs to sit down and work this out That railroad line MUST be repaired and operable Even if the
State picked up 100% of the repair bill, it would pay off in the long run Coos Bay needs a good and reliable
railroad to attract containerized shipping In the long run, it could be a gold mine for Coos Bay

Report Abuse

MILO KLEITSCH
wrote on Ocl 9. 2007 12 21 AM

Contact CORP / RailAmenca and the ODOT immediately) Dont let either entity sleep a single minute this week'
Demand that rail service to Coos Bay be retained for public and economic benefit Any action less than that on
the part of the public and local governments is not an action at all1 Mile Klertsch Tigard, Oregon

Report Abuse

WILLIAM
wrote on Oct 6. 2007 8 12 AM

Steves an idiot if he thinks that closing down the railroad screwy all that would is tear up the highway coming from
the coast and cause more traffic accidents

Report Abuse

NOT STEVE
wrote on Ocl 5. 2007 1 59 PM

Gee, Steve, do highways run in the positive? One truck does the damage of hundreds of cars, and the public
pays that Transportation is a system, and it's been out-of-balance in America for too long because Americans like
Steve think 'railroads cost money, but highways are provided by God' If highways are provided by God, Steve's
argument makes sense But in reality, and in the long run, abandoning the Coos Bay line will be regretted by
genereations to come, not to mention all the people dealing with all the truck traffic -RelentlessCactus
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Railroad not budging on closure

By Elise Hamner, City Editor
Saaiiday Octobers 2007 10 13AMPDT

They met with shippers Thursday

They met with South Coast lawmakers Thursday
afternoon

They met with Gov Kulongoski's staff Friday

They came up with a timeline, too

But the document railroad officials gave to legislators
is not a timeline for repairing three deteriorating
tunnels on the closed Coos Bay short line Instead,
Central Oregon & Pacific Railroad and its parent
company RailAmenca provided "A Draft Timeline for
Coos Bay Line Public/Private Development" (see
sidebar)

"We can't force them to run freight We can't force
them to run trams," said Chris Warner. Gov
Kulongoski's transportation adviser

And CORP can't force the state to pay for repairs to
the century old, privately owned rail line The company
has said that's what a public/private partnership would
do

"If there is going to be any kind of public investment,
there has to be accountability," Warner said

CORP filed an embargo on the line Sept 21,
announcing it would end rail shipments on the line that
links Coos and Western Douglas county to Eugene
and destinations south, east and north At the time, a
company press release said it would cost 37 million
over the next five years for tunnel repairs It would cost
$2 8 million to open the line now

The state's in no rush to forge any deals The money
it's planning to spend is $2 million set aside by the
2007 Oregon Legislature to look at all rail facilities
The study would figure out capacity on lines statewide
now and future, and point out how the state could
make the wisest use of its dollars — should it choose
to invest in rail

There's a saying in Salem these days, Warner said, "If

Advertisement

Companya€™s timeline memo

The following is the text of a memo Central Oregon
& Pacific Railroad and RailAmenca representatives
provided to state officials on a timeline concerning
the Coos Bay short line

a€cBDraft Timeline for Coos Bay Line
Public/Private Development

By Nov. 1,2007

Gather Facts and Data on the Line

ByNov 15,2007

Synthesize Data and Organize a Meeting with
Stake Holders

Meet. Review, and Share Information

Brain Storming and Problem Solving
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you have seven tunnels on a system and you fix six of
them, it doesn't do you a lot of good"

The one-day warning of the Coos Bay line closure
Sept 21 whipped up a flurry of cross-state and cross-
country phone calls, • e-mails and face-to-face
meetings

The state demanded to see an engineering report
justifying the closure State officials got their hands on
that Wednesday, but said it will not be released to the
public since it is privileged business information

"I will tell you it was a report that was written in July,"
said Oregon Rail Division Administrator Kelly Taylor
" It outlines concerns with different parts of the
tunnels"

Assign Tasks as Necessary

By Dae 15,2007

Follow-up Meeting to Report on Tasks

Refine Options and Determine Best Path Forward

By Dec 31,2007

Preliminary RecommendafaonsdO

Congressman Peter DeFazio demanded an investigation into the railroad's statements that three of the
nine tunnels pose a safety hazard He wants Federal Railroad Administration inspectors on the tracks and
in the tunnels The team is due here next week, DeFazio's office said Fnday

The FRA is going to perform focused inspections that will include reviewing and auditing inspection and
maintenance records, and that will include visual inspections," said Warren Flatau, the agency's public
affairs specialist

While inspectors might be hustling, there's no indication trains will budge for eight months or more

CORP's general manager, Kevin Spradhn, who's based in Roseburg, answered his mobile phone Friday
afternoon He had little to say

"I need to refer you to our public relations' folks," Spradlm said three times before hanging up

The company's spokeswoman, at Boca Raton, Florida-based Tilson Communications, has returned no
phone calls or e-mails since the closure

At meetings Thursday and Friday, railroad officials indicated the soonest repairs might happen is May In
the meantime, Union Pacific railroad officials reportedly are meeting with sawmill owners and Reedsport-
based American Bndge to come up with other options to help get their products and raw materials from
factory to rail

All the while, American Bridge is left scrambling trying to figure out how complete steel structure jobs for
projects in Washington and California and still make money on contracts signed long ago What would cost
5 cents per pound to ship by rail costs 25 cents per pound to ship by truck, said Donna Train, manager of
the Port of Umpqua

Tram has been working through the Douglas County Industrial Development Board to help Reedsport-area
businesses expand American Bridge was hoping to boost its work force from 57 to 80 by the end of the
year A second company, Dailey Wood Products, was planning to open a wood pellet production mill at
Bolon Island Tram isn't sure how the loss of rail will affect those businesses' plans

rS Then there's Oregon Resources, the company moving through the permitting process to open a chromite
|H? mine and processing facility in Coos County Chief Operating Officer Dan Smith told Coos Bay port officials

ByjSJHEjBn! at a meeting last week his company plans to ship out 700 to 1,000 rail cars a year on the Coos Bay line

lag That would bolster CORP's statewide rail car shipments that totaled 45.017 in 2006, according to the
" Oregon Rail Division That was down from a 10-year high of 49,446 rail cars in 2005, but a big jump from

the 32,000 carloads that moved across the tracks in 1995 Taylor estimated the Coos Bay line accounts for
10 to 15 percent of that traffic

SUP™ Statistics aside, railroad officials have told lawmakers they aren't making money off the Coos Bay line,
*»1?5SE"3S[̂ ** especially if millions of dollars in needed repairs are penciled in
•^ it*. !»?.]=;*•• von

The meeting between Southern Oregon legislators and railroad officials Thursday afternoon was cordial,
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but there's no hint of a solution Sen Joanne Verger, D-Coos Bay, said she felt the railroad managers left
with a clear understanding of the issues they face with the shippers, with the public and with the
Legislature

But. she said, lawmakers, too, walked away with a clear understanding of railroad managers' sentiment

They don't look at it like it's their problem," Verger said

3 printable version B e-mail this story

Comments

JDLAMPKE
wrote on Nov 7 2007 7 06 AM

This whole affair is sad Very short-sighted of the State and CORP, to allow that line to close Coos Bay could
substantially increase shipping traffic, with the resultant increase in railroad mtermodal freight and local jobs
Invest in the line Upgrade the tracks and tunnels to enable heavier, double-stacked containerized freight More
and bigger ships will go to Coos Bay There will be more good jobs for residents of the Coos Bay area The
railroad will see the increase in traffic it needs to turn a good profit Have a vision for the future of Oregon, the
railroad. Coos Bay and the good people living and working there

Report Abuse

TRIMODAL
wrote on Oct 27.2007 9 22 AM

Send the FRA out on the rest of the CORP before Rail decides to close it to It's simple Rail owners u need to
spend capital to grow the business Your lucky the state hasnt figured out the rest of the CORP needs capital U
make a lot of $S on that though and u can't abandon it since UP is the lessor Please reinvest in the railroads you
own FORTRESS Prove u are in it for the long run U better reinvest in the FEC its a high speed IT just in case u
didn't know

Report Abuse

ME2
wrote on Oct 22. 2007 12 55 PM

ANother Rail America employee here, the new ownership of the company is irresponsible in its "stewardship" of
the properties it acquired If they don't want it sell it to someone that does They want the traffic but are stingy in
their capitalization or repair projects have they complied with all Surface Transportation Board protocols and
proceedures? Have they met all standards established by the State of Oregon? Powerful action on the part of
employees, shippers, the government and on line communities is all that these jackals will understand1 good luck'

Report Abuse

ME
wrote on Oct 22. 2007 10 25 AM

I work for another Fortress owned railroad Its all about the money and they will close and abandon roads that do
not make the grade expect more Fortress railroads closed They lied to us, and said they are in it for the long
haul Idontthmkso

Report Abuse

JIM LONG
wrote on Ocl 7 2007 12 04 PM

Oregon DOT needs to acquire this critical piece of transportation infrastructure, the same way they own the
Astoria branch line along the Columbia and the former Oregon Electric line This needs to happen soon, before
the line deteriorates any further Let the state own the road bed, bridges and tunnels, and lease trackage rights
back to CORP This route is just as critical to the area as State Highway 38 and 42, and if private industry lacks
the vision to find value in regional short-line railroads, then the Department of Transportation must step in to avoid
losing these lines to abandonment
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By Elise Hamner, City Editor
Thursday. November 15. 2007 1 31 PM PST

EUGENE — Some people on the South Coast are
hoping for some kind of miracle to bring the Coos Bay
rail line back into operation

The Central Oregon & Pacific Railroad is hoping for
money — more than $23 million

On Wednesday afternoon, CORP officials and
managers from the railroad's parent company,
RailAmenca, unveiled their proposal to re-open the
line They called for a public-private partnership
Fewer than 20 people came to hear it. including
shippers, some public officials and fellow railroad
execs

Partners would share in the costs to repair
deteriorating tunnels. They would pay to replace 88
miles of ties and to fix bridge defects, according to
CORP's presentation to the group of proposed
partners invited to Eugene's Valley River Inn

The partners

CORP proposed to divide the costs at $4 66 million for
each partner its managers selected Those asked to
come up with money include CORP, the Union Pacific
railroad, the Oregon Department of Transportation, the
Oregon International Port of Coos Bay and the
shippers Companies such as Southport Forest
Products, American Bridge. Georgia-Pacific and
Roseburg Forest Products would pay $204 more per
carload with a guarantee they would send out at least
5,700 carloads annually

The reality is the line loses money, said RailAmenca's
Bob Jones, the vice president of the company's
western region

"Unfortunately, it makes it tough to Invest a large
amount of money when we're losing approximately
$1 5 million a year on the line," he said

Even so, railroad officials aren't ready to give up the
line

Railroad executives said they've spent $4 3 million

Related Links*
July 2007 Tunnel Report
Sept 2007 Tunnel Letter
Oct 2007 Tunnel Tables
Nov 14 Partnership
Oct 2007 OeFazio Letter
Related story NovIO
Related story Oct26
Related story Oct23
Related story Oct20

Advertisement

««

The details

Central Oregon & Pacific Railroad officials, along
with managers from parent company RailAmenca,
said (fie Coos Bay rail line needs $23 3 million in
upgrades That would include

* Ties: $2 42 million, 88 miles need replacement

* Surfacing: $669,000, covers surfacing rail where
ties would be replaced

* Tunnel liners. $6 68 million The cost would be
broken into two phases In 0-12 months, $2 86
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over the past six years on the line, but they didnt give
out any revenue information.

And to keep it operating, railroad executives want
ODOT to sign a five-year deal to pay up to $2 million
annually for operating costs and $2 million over each
of three years for maintenance

The timeline

Executives said they would like to have commitment
from partners within a month In a best-case scenario,
bids could go out March 1 The all-important tunnel

SPECIAL SECTIONS upgrades could start June 1 and be completed by
————'——'•——™" summer's end, allowing the railroad to re-open come
PHOTO GALLERIES September 2008
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But the work can't stop with tunnels, CORP officials
said

"We can go in there and fix the tunnels, but in a year
we would be in the same situation," said Marc Bader,
RailAmenca's chief engineer

And more, Bader said, now is the most efficient time to
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The room was silent for a time before a Union Pacific
official asked whether the tunnels would be able to
accommodate double-stacked container trams He
was referring to talk that APM Terminals of North
America is considering the feasibility of building a
container import terminal at Coos Bay

"No," Bader told him

million, in 1 to 4 years, $3 82 million

* Bridges- $105 million The cost would be broken
into two phases To fix unsafe conditions, $6 75
million, to fix conditions that could become unsafe.
$3 75 million

* Tunnel drainage* $3 million

CORP proposed the following groups would pay
those costs

CORP: $4 66 million

Union Pacific: $4 66 million

* Oregon Department of Transportation: $4 66
million grant

* Oregon International Port of Coos Bay. $4 66
million grant

* Coos Bay line shippers: $4 66 million through a
$204 surcharge per rail car

Over five years to keep the line open, CORP is
proposing the state pay

* Annual operating offset* $2 million

* Starting in year three: $2 million annually for rail
maintenance

Two representatives from Reedsport's Amencan Bndge asked what will happen if the proposed partners

THE UMPQUA POST sav n°

BANDON WESTERN There are other options We'll just have to see what gets us there," Jones responded
WORLD _
TODAY'S FRONT State Rep Terry Beyer, D-Spnngfield, who chairs the interim committee on transportation, asked why the
PAGE railroad didnt work with any proposed partners in coming up with a plan

- ™ This was that opportunity, Jones said
*r»S

That didnt sit well with Douglas Timber Operators' Executive Director Bob Ragon He demanded to know
why CORP felt it was more economical for other entities to borrow money for rail repairs

"We're not In this alone," Jones told him. "Number one, who do you represent?"

The timber industry," Ragon responded The shippers. Lots of them "

"I will ask you this question," Jones said "What do you do with your businesses when they fail?"

j John Johnson, with Oregon Rail Division, asked why the company recently turned down a $40 million low-
interest loan to make repairs on the company's Coos Bay and Siskiyou lines Jones responded that at the
time, managers thought there was money available from other m-company sources

httn /Avwwtheworldlinkcnm/articles/2007/11/1S/news/doc473cal5aOSc64066607709 txt 12/12/2007
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They decided it wasn't the most economical way to make those repairs," he said

Jones blamed the deterioration of the line on the Railroad's former owner, Southern Pacific, which was
bought out by Union Pacific When lumber mills shut down in the 1980s, the railroad stopped investing
And more, federal officials don't oversee tunnels and bridges. Jones said It's been up to the railroad
companies to police themselves The industry has found over the years that hasnt been the best situation,
he said

Rep Beyer told CORP and RailAmenca that state money isn't likely to materialize anytime soon The
Legislature won't be allocating new spending until 2009

"I can tell you that is pretty much an impossible timeline for a request," she said

Throughout the presentation, however, railroad officials were adamant about the partnership

"Somehow somebody's got to make a deal with us We own the line," Jones said

Lawmakers respond

After the meeting, Sen Joanne Verger, D-Coos Bay, talked less about money and more about what she
perceives as a lack of trust in CORP

This process has left a number of legislators and people in the public with a lot of anxiety," she said

She added that the state is committed to economic development but it will consider other options

"I think if you want somebody to bail you out, you create a crisis," she said "We have a crisis"

Congressman Peter DeFazio, D-Ore , who sent a staffer to Wednesday's meeting, said this morning that
the company is buying time should AP Moeller Maersk, APM's parent company, choose to locate in Coos
Bay

To subsidize their ongoing operations so they can wait for a tremendous windfall is not in the public
interest," he said.

He in no way supports subsidizing the private railroad with taxpayers' money

This is a fabulously wealthy company Five principals took about $500 million each out of the hedge fund
before they went public last year," he said of Fortress Investments LLC, which bought RailAmenca earlier
this year

DeFazio said he sees two options the port pursuing ownership through federal channels or the state of
Oregon taking the rail line through eminent domain.

"I'm recommending that we use any and every legal tool at our disposal to relieve them of their burden."
DeFazio said

@ printable version 0 e-mail this story

Comments

Railroaded
wrote on Nov 21.2007 6 45 AM
" When a railroad calls for a partnership you really need to run Railroads don't partner unless its good for them
Expect this story to die soon The whole idea of the "partnership" is to say that they tried and then move forward with
plans to abandon alter the public outcry The state lost an oppportunity to use its leverage with Fortress Lots of
other hedge funds would die for $450 million in this climate What has been there performance anyway?"

leftcoast ranger
wrote on Nov 19,200710 10 AM
" DeFazio Is nght, let's relieve those fat-cats of their financial burden as fast as possible so we can run the railroad
the nght way for our local businesses Local control Is more stable, efficient, and has real responsibility and interest

httnV/www theworldhnkxx>m/a^ 12/12/2007
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December 22,2007

From the Management ol Centre! Oregon and Pacific (CORP) Railroad and its
parent company, RallAmerlca

TTw Coos Bay rail line IB closed for now*, but we plan to reopen It one day.

In September of this year we determined, after a thorough review by an industry renowned englneenng firm with
special knowledge of tunnels, that tt would not be right to continue to ask our employees to take the risks
associated with traveling through the tunnels to reach Coos Bay from Eugene Out of concern for their safety, we
closed the rail line until repairs are made Since that time, Inspectors from the Federal Railroad Administration
have confirmed that we made the right decision

Some have complained that we should have given more notice before closing the line It Is unfortunate that we
were not able to predict such a closure weO In advance We made the decision as soon as we came to
understand that continued operations put our employees In danger. We believe tt was a decision that most others
would have made with similar information Given the unfortunate timing, we tried to help diminish the impact of
the short notice by offering alternative services to our customers at an economic loss to our company

We want to reopen the line, but the rail traffic on the line today does not pay for the repairs In fact, for several
years, we have been putting more money into the line than we have made from Its operation In 1998, this line
earned more than 10,000 loaded rail cars, but last year the number was down to less than 6.000, and this year it
was on pace for even fewer Now the line needs a considerable amount of money to safely reopen and to remain
open for more than a year or two

We believe the owners of CORP will be served with a successful reopening of the line If we have a viable financial
plan after it reopens So we stand prepared to contribute some more of the owners' money to reopening the
line But the owners atone cannot Justify the cost of reopening the line, so we have proposed a public-private
partnership to fund the line's reopening and continued operation

Public-private partnerships to Improve and sustain freight railroad infrastructures are not new, and they are not
uncommon These partnerships are being successfully used to preserve or Improve rail service in a number of
situations In places such as Virginia, West Virginia, Florida and California

Our public-private partnership plan caHs for the five mam beneficiary groups to each pay 20% of the more tlian
$23 million in estimated costs to reopen the fine, and for the State to contnbute to the cost of operating the line
until it can become profitable again

In oddiUon to the owners, the four groups that we have proposed to participate In the costs to reopen the line
are Union Pacific, the large railroad to whom CORP delivers the rail cars, the businesses that CORP serves, the
State, and the Port of Coos Bay Keeping the line open helps the State and the Port attract and keep industries
and the jobs and taxes provided by those industries

Proposals have been matte that the Port, or the State, or some other public entity, acquire our line We don't
believe that will help In any way because the cost of repalnng and operating tin line will not change with a
change of ownership Just having new owners for CORP's Coos Bay line won't bring back the mills that closed
in years past or add other Industnes to spread the cost of operation In addition, new owners would have to pay
many more millions of taxpayer dollars to buy'the line than just to repair and operate it We see the calls for
someone else to own the line as misplaced frustration for the economic conditions and other circumstances that

got us where we are

Tlio sad reality is that America loaes rait lines every year These rail lines are not profitable, are not expected to
be profitable, and do not receive adequate outside funding They are "abandoned" and closed for good But we
are not taking that path with the Coos Bay line



We are working to findj&way to reopen the line We have been disappointed that very little of the dialogue
around this issue has been from anyone trying to help us find a path that will work for all of us CORP is an
Oregon-based business-jî t-hke many others, one that deserves and intends to make a decent profit so we can
remain in business, serglbg f̂jstomers and shippers, providing good jobs for our employees and contributing to
the tax base of the region We ask for and deserve no more than the opportunity to do that

On behalf of the management of CORP and RailAmenca.

John Giles
CEO

Bob Jones
Regional-VP

Kevin Spradlm
General Manager

A KailAmenca Company



RailAmerica Operations Support Group, Inc.
« A RailAmerica Company

Corporate Headquarters
February 4, 2008 5300 Broken SmmA B,vd ^

Boca Raton. Florida 33487
Tel 5619946015
Fax 5619940396

Governor Theodore R Kulongoski
State of Oregon
State Capitol Building
900 Court Street, NE
Salem, OR 97301 -4047

Transmitted via Email

Dear Governor Kulongoski.

I want to thank you for inviting RailAmenca to participate in your meeting on January 24 in
Salem regarding the status of the Coos Bay line of our Central Oregon & Pacific Railroad
("CORP") That line and railroad are important to RailAmerica, as are all of the customers we
serve in the Coos Bay area

During the meeting, you spoke frequently of the good faith efforts our railroad needed to
demonstrate as evidence of our commitment to the community in order to secure your support
As information for you, CORP and its employees have been dedicated to providing quality
service to the shippers of southwest Oregon for over ten (10) years. From 2002 to 2007, the
CORP and RailAmenca have invested over $48 million in maintaining and improving the track
structure in Oregon (including investments in the tunnels of the Coos Bay and Siskiyou lines)
Part of that amount - $5 5 million - is the upfront payment that CORP has made in the
Winchester Yard project, presumably in contractual partnership with ODOT.

In addition to the monetary investments, the CORP recently performed a rigorous Safety
Compliance Agreement with the Federal Railroad Administration requiring enhanced capital and
maintenance improvements to the CORP's track structure CORP's successful completion of that
program is a tribute to the dedication of all its employees, and to RailAmenca's ability to
successfully partner with public entities. The FRA was quite complimentary of CORP's efforts,
and, as you may recall, also concurred with CORP's safety and engineering decisions regarding
the Coos Bay line.

In the context of CORP's and RailAmenca's continuing long term commitment to its Oregon rail
lines and operations and to the rail service CORP provides to its shippers, and in light of our
discussions with you on January 24, CORP and RailAmerica wish to make a further good faith
effort by reopening the Coos Bay line from Vaughan to Coquille As we have stated, we can't do
it alone, but in partnership with the stakeholders we are willing to use our best efforts to reopen
the line

The CORP will begin the process of repairing the tunnels to the extent that service on the Coos
Bay from Vaughan to Coquille can be safely resumed, as promptly as safe engineering and
construction standards will permit The CORP will find these repairs.



RailAmerica Operations Support Group, Inc.
E« A RailAmerica Company

In order for CORP and RailAmcnca to make this expenditure, we need to know that our
investment is toward the long term viability of the Coos Bay line, and not merely a transitory
resumption of service until the next infrastructure calamity As such, we request a public
commitment from Oregon, not for the initial restoration of service, but for the funds necessary
for the secondary phase of the capital infrastructure improvements, and for support of the
ongoing operation, necessary to make this rail line viable on a long term basis

We believe this sort of public commitment to be clearly in the State's long term interests of
preserving freight transportation in southwest Oregon. Our plan is practical, realistic, and far less
costly to the public man any plan that presumes the State acquiring ownership of the line from
Vaughan to Coquille. Upon receiving Oregon's commitment, we will ask that ODOT
immediately begin discussions with us as to how these funds will flow

This investment will make it possible for the shippers on the line from Vaughan to Coquille to
rely upon reliable rail service into the foreseeable future, and will avoid the necessity of the
shippers bearing even more costs to ship their goods CORP and RailAmenca will continue to
seek the participation of Union Pacific, for a capital contribution to the restoration of the
infrastructure and improved divisions of the revenues, recognizing that Union Pacific is the long
haul earner for CORP's snippers

The shippers commitment to fund the restoration of the line will be as outlined in the Shippers1

Term Sheet - through a surcharge of approximately $200 per car based on a guarantee of
carloadmgs for the five (5) year period, that surcharge to commence as soon as the line is open
and service resumes

Finally, the CORP and ODOT will resume their contractual commitment to complete the project
at Winchester Yard, including ODOT's restoring the flow of funds currently owed to CORP by
Connect Oregon, and CORP's resumption of the construction at the yard.

As soon as all of these elements are in place, the CORP can immediately begin the work
necessary to restore the Coos Bay line from Vaughan to Coquille, and the shippers can look
forward to rail service by this fall We are committed to working with you and the other
stakeholders, and look forward to our renewed partnership in southwest Oregon.

HITS

Paul A Lundberg
Vice President

cc- Chairman Charles "Chip" Nottingham
Surface Transportation Board



TutODORER KlIIONGOSkl

Governor

February 12,2008

Paul Lundbcrg, Vice President
RailAmcnca Operations Support Group, Inc.
5300 Broken Sound Blvd
Boca Raton, FL 33487

Dear Mr Lundbcrg

Thank you for your response to my suggestion that the Central Oregon & Pacific
Railroad (CORP), as an initial step to reopening the Coos Bay line, agree to repair the
tunnels on that line and resume service 1 appreciate your willingness to expcditiously
consider this request

1 am glad that we ugree that providing quality service to the shippers of Southwest
Oregon is a priority 1 also appreciate that you arc willing to bear the cost of repairing the
tunnels on your rail line between Vaughn and Coquille As I understand your proposal,
you will only commence repair of the tunnels if the Stale of Oregon agrees to guarantee
all of the additional funds necessary to repair and improve the line, plus provide your
corporation an ongoing subsidy for operating losses on the line From your letter, it
appears to me thai you are only willing to pay dollars sufficient to reopen the tunnels -
the $2 865 million that was outlined m the Shannon & Wilson report you commissioned
dated July 16. 2007. Under your proposal, this would leave the state and others to pick
up the rest of the S20 4 million, plus the operating costs
v

As I stated at our January 24th meeting and am reiterating in this letter, once you
have completed repairs and reopened the line, I will then bring all of the stakeholders
together to discuss a long term solution to this rail line I cannot commit to any
partnership until after the line is reopened Should you fix the tunnels and reopen the
line, then I will ask shippers, legislators, local officials, elected federal representatives
and other transportation providers to come together to discuss next steps on a reasonable
and equitable investment strategy, including a public-private partnership on capital needs,
that meets your business needs and provides affordable and reliable transportation
services to South Coast shippers However, let me be clear. I do not believe that it is
possible for the state to provide a subsidy to a private corporation to cover the operating
expenses on your privately held railroad

STATE CAPITOL, SALEM 973O1-4O47 (SOS) 378-31 1 1 FAX (503) 378-4863 TTY (5O3) 378-4859

WWW GOVERNOR.OREGON.GOV
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Paul Lundbcrg
February 12,2008
Page Two

Finally, when CORP commences the tunnel repairs, I would be willing to resume
discussion of restoring the flow of funds for the ConnectOrcgon 1 grant Until I am
satisfied that the service - and the willingness to provide service - is consistent with the
application that CORP provided to the state, the Oregon Department of Transportation
will not be willing to disperse any more dollars.

*
Bringing jobs and economic development to rural Oregon has been a priority of

my administration. I remain committed to being a good partner with the private sector on
finding solutions to complex transportation infrastructure issues I hope that you will
make this same commitment

Regards,

THEODORE R. KULONJTOSKI
Governor

TRK pw/sh



THEODORE R KULONGOSW
Governor

Apiil21.2008

Paul Lundberg, Vice-President
RailAmerica Operations Support Group, Inc.
5300 Broken Sound Blvd
BocaRaion,FL33487

Dear Mi. Lundberg:

I icceived youi proposal for a "joint venture" between RailAmerica and the State
of Oregon on the CORP line between Vaughn and Cordes Over two months ago, I asked
RailAmerica, as a sign of good faith, to fix the tunnels and re-open the line Your latest
proposal does not respond to that request.

To put it succinctly, my bottom line has not changed. As I stated when we met in
person on January 24lh and ispeated in my Icttci.on Februaiy 12lh, the State of Oregon
would be open to a discussion with all of the stakeholders on a long-terra solution for the
line after you have re-opened it. Your refusal to address this bottom line leads me to
conclude that you have no intention of fixing and reopening the line without a significant
infusion of public dollars. Since you have made no effort since the September 2007
closure to re-open the line, I believe that your actions constitute an unlawful embargo and
you are violating your common carrier obligation, theieby causing a haidship for
Oregon's businesses and thicatening the economic health of Oregon's coastal
communities.

I continue to maintain that fixing the tunnels and restoring the flow of goods
along the line is not only the right thing to do, but your legal obligation. Your choice
seems clear: either re-open the Ime or seek abandonment. We need to come to a
conclusion on this matter. I will continue to press fedeial authorities and Oregon's
congressional delegation to close this chapter.

Si

THEODORE R.KUL01
Qovernoi

QTK ODOT-ewMi
STATE CAPITOL. SALEM 973O1-4O47 (SOS) 378-31 1 1 FAX (SQ3) O7B-4863 TTY (SOS) 378-4859

WWW GOVERNOR.OREGON.<JOV



/ " Page 1 of 1

' JOHNSON John R

From: Hefley, Steve (CORP) [Steve Hefley@railamenca com]

Sent: Wednesday, October 25, 2006 7 33 PM

To: JOHNSON John R

John, I want to give you a update on our inspection on Tunnel #15 on the Coos Bay Sub on Oct 24, 2006

We had Jerry Stark, with Johnson and Western go to tunnel #15 along with Craig Kelsey and Duke Rodley from the CORP,
Wednesday morning Oct 25, 2006 Jerry had been the inspector about a year ago in tunnel #15, he advised me that there had
been a significant change in tunnel #15 and that we should not operate any trams through the tunnel until repairs can be made

We took the tunnel out of service yesterday as you know, and will not operate any trdms through the tunnel until repaired

I notified Steve Krause, FRA this afternoon about the actions we had taken

Our plan is to take the Johnson and Western crew and all there equipment from Tunnel #13 on the Siskyiou Sub, this Saturday
and move them to Tunnel #15 on the Coos Bay Sub They will have everything closed up in tunnel #13 befor moving Jerry
mdiciated that we will need to install steel sets along side the failing sets in Tunnel #15 before we can operate and this is going to
take about a week or maybe two weeks We will get a plan from a registered engineer to finish making repairs more permenant
Jerry also advised me that in Tunnel #13 on the Siskyiou that shooting the gunite the temperature needs to be staying around 40
degrees for the low, and that they got down into the low thirtys last night We will get Johnson and Western back into Tunnel #13
as quick as possible hoping that the cold weather holds off so we can finish up this year

Any questions please call me

Steve Hefley

B*-/

5/6/2008



Conflicting repair figures exist

$2 9 million
"2 9m to stabilize tunnels 13,15 and 18 to reopen the line " CORP Partnership for Coos Bay
Line, presentation (Nov 14, 2007), Exhibit 23 at page S

S27 1 mlhon
"to reopen the. line, and maintain the status quo service levels, the line needs S27 1
[million] " CORP Briefing before Oregon Senate Intenm Committee on Transportation (Oct 25,
2007) at page 8, included at Exhibit 35

$6 7 million
'The engineering report prepared several months ago estimated the cost to repair the three
tunnels so as to resume safe operation to be $6 7 million " Letter from Scott Williams of
RailAmcrica to STB (Nov 2,2007), included at Exhibit 36

S23 27 million
"to rehabilitate the Coos Bay Subdivision and restore it to service in a safe operating condition
for at least five (5) years is estimated at 523,270,000 " Pro-forma Term Sheet proposals (titled
"Draft Coos Bay Shippers/CORP Term Sheet") made by CORP in January 2008, included at
Exhibits 37 and 38

S2 9 million. $7 million. S23 million
"an immediate investment of $2 9 million to rehabilitate tunnels the cost of addressing the
deteriorated conditions in Tunnel Nos 13, 15 and 18 would be nearly $7 million over the next
four years CORP's analysis showed that the total cost of restoring the Coos Bay Line to a safe
and efficient condition for the long term would be more than $23 million " CORP Response to
Show Cause Order (filed May 12, 2008) at page 8
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RallAmerica, Inc.
Corporate Headquarters
5300 Broken Sound Blvd.. NW
Boca Raton. FL 33487
Telephone: 561/994-6015-main

561/22frl757-direct
Fax: 561/994-4629
•cott.wiIlimiiiviBilinunca.com

t November 2,2007

vni
tta
Kamerine Bezold
Office of Compliance and Contimyr Aishranrc
Surface Transportation Board
395 a Street. S.W.. Suite 1180
Washington, DC 20423-0001

Re: Central Oregon ft Pacific Railroad. Inc. - Coos Bay Line

Dear Ms. Bezold:

The Central Oregon ft PacHfc Railroad, Inc. PCORP") imposed an embargo (Embargo
Number CORPOOOI07) on its Una between RIcbaidson wd OiqtiiUe, OR (the Xtoos Bay Line")
on September 21, 2007 due to unsafe conditions Jo tunnels 13, 15, and 18, pursuant to the
Association of American Raflroads Revised Cjrcular TD-1. The embargo was based on an
engineering evaluation of all of me tunDels on CORP and a Jbllow-up imvecdon. TTtt current
dan for the expiration of the embargo is Jtapternhnf 21. 2008. but the embargo will remain in
place for so long «r» is unsafe to operate m the tunnels.

For your information, the Port of Coos Bay has filed suit against CORP, in tho Federal
District Court of Oregon, contesting the embargo and alleging damages. CORP is dmfttncting
itself against the imftnmrtnd claims of the Port of Coos Bay, and has filed a Motion seeking
referral of the matter to the Surface Transportation Board, lids pending litigation and potential
referral of this litigation to the Surface Transportation Board constrains this response

Asyouknow.CORPi$aClassnrailioad\sithoiighaMnaUoiie. In 2006. CORFs gross
revenues wen approximately $303 million, with the revenues generated by the Coos Bay line
comprising only about $3 5 million of that total After subtracting operating expenses, the Coos
Bay Line suffered an operating loss of about $1.5 million before annual capital expenditures.
The engineering report prepared several months ago estimated the cost to repair the three tunnels
so as to resume safe operations to be $6 7 million. As you can see, the Coos Bay Line does not
generate sufficient cash flows to pay the nshmattd cost of repair
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RaNAmerica, Inc.

Kubenne Baxold
November 2,2007

However. CORP values its customer* and is searching for option* to fond reopening the
Coos Bay Line. CORP expects to obtain bids for the repair of the tone tunnels, which will
include the cost of repair*, a safe start time for making the repairs, and • projected completion
time for the repairs. faadoUtioa.COW'uexpkiringflUof to altenwtro
of the tunnel repair. CORP will look into the feasibility of private financing and the creation of a

haniim hi"»lvfaiff *H of ihf ffMilnehnlderi in the OOP* fiw Ltoe. CORP
expects lobe In a position to present these proposals by die end of November.

After exptofiiig these financing proposal*. CORP will be able to determine its next step.
However, CORP cannot predict when that will be because it depends on responses from parties
over which CORP has no control

CORP intends to continue to operate a safe railroad, and its actions in this matter will be
governed accordingly.

Very

Senior Wee President
and (femoral Counsel

SGWApb
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Background

Rail service on the Coos Bay Subdivision of the CORP has been interrupted due to safety
concerns related to numerous tunnel conditions on the line. In order to maintain service to the
line over the next five years, there are significant bridge repairs and other capital work that must
be completed before a safe on-going operation can be reestablished.

Cost
The cost to rehabilitate the Coos Bay Subdivision and restore it to service in a safe operating
condition for at least five (5)years is estimated at $23,300,000. The initial repair of the tunnels
can be accomplished in a six (6) month period. TTie remaining work will be accomplished over
a twenty-four (24) month period. The breakdown of the estimate is as follows:

1 Tunnel Liner Repairs $ 6.68M
2 Tunnel Drainage $ 3.00M
3 Bridge Repairs S10.SOM
4 Ties $242M
5 Surfacing S 0.67M
TOTAL COST S23.30M

Estimated Pro-Forma of the portion of the Coos Bay Subdivision impacted by the discontinuance
of operations'

Annual Carloads 4,586

Annual Revenue
Freight Revenue (from UP) $2,170,000
Fuel Surcharge Revenue (from UP) $170,000
UP 3% Reporting Bonus (discretionary) $65,000
Real Estate Rental fees $40,000
Accessorial fees $40.000
TOTAL Annual Revenue $2,486,000

Annual Operating Expenses
Diesel Fuel (based on $2.63feallon) $1,010,000
Rail Car Rental Expense net UP credits $490,000
Crew wages and benefits $650.000
Locomotive Leasing and Maintenance $340,000
Track, Bridge & Crossing Maintenance $920,000
Other G&A Expense $480.000
TOTAL Annual Expenses

Operating Income

$3,890,000

($1,405,000)

Proposal

CORP Commitment
A. CORP agrees to contribute 20% of the actual cost to restore the line to service lor at least

five (5) years, currently estimated at S4.66M.

1
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B. CORP agrees to re-start service to the line as soon as practical after repairs ate made to
tmmels (approximately six (6) months after funding commitments are received) and it is
determined that the line ism safe operating condition. The remaining work will be
accomplished while the line is in service.

C. CORP agrees to provide service not less than three (3) days per week on a routine basis
on the line for the five (5) year term of this agreement.

D CORP agrees to seek commitments for 20% shares of the total cost from each of the
Union Pacific Railroad, the Port of Coos Bay and the State of Oregon.

E. CORP agrees to seek an operating subsidy from the State of Oregon
the actual annual operating deficit on the affected portion of the Coos Bay Subdivision,
currently estimated at $1.41Mbut not to exceed $2M in any year. In addition CORP will
seek up to $2M in years three (3), four (4) and five (5) of this agreement for additional
capital improvements to the line that may become necessary

Shipper Commitment
A Shippers ontheafifected portion of the Coos Bay Subdivision will be obligated to pay

20% of the actual cost to restore the line to service for at least five years, currently
estimated at $4 66M

B. Shippers will pay their share in the form of a $203 per-carload surcharge (S23.3M
estimated total cost X 20% shipper share / 4,586 annual carloads / 5 years equals $203) to
be billed by CORP only until the 20% shipper share of the actual cost is paid. If the
actual cost to restore the line to service for at least five (5) years exceeds $23.3M, the
duration of the surcharge will be extended until the 20% shipper share of the actual cost
is paid.

C. The five year duration of the payments is proposed so as not to unnecessarily
economically burden the shippers by requiring full payment in advance

D __5fe/y^Atowe^ will agree to commh to _X^DCX_ carloads per-year to be shipped
via the CORP railroad during the five year term of this agreement, for a total of
_x;XXX_ carloads.

E ^Shipper Name__ will agree to pay CORP liquidated damages in the amount of the
$203 surcharge per carload for each carload less than your 80% annual commitment

F. __5fe/J/>crArame__wiU not be obUgated to pay this surcharge
exceeds the annual commitment in any given year.

G. If the actual cost to repair and restore the line differs from the estimate of $23 3M the
duration of the per-carload charge will adjust accordingly so that the full amount is
repaid; no more and no less.

H. Individual shipper share will be based on usage as the surcharge will be levied on any
loaded car shipped or received.

I. If a significant shipper on the line significantly reduces or eliminates service (a reduction
of more than 500 annual carloads), the remaining shippers on the line will not be required
to make up that shipper's share. It is anticipated a subsidy from the State of Oregon will
fund this deficiency in the shipper share

Timing
A. The intent of this agreement is to restore service to the Coos Bay Subdivision as

expeditiously as possible. From the time a decision to proceed is made, it is estimated
that it will take six (6) months (outside of the rainy season between November through
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February) to remedy the failed tunnels on the Hue to a condition that affords safe service.
It is hoped that agreement with the partners could be made on or before May 31

B. In order to support this tuning, it is necessary to have written confirmation of
participation by March 1.

Next Steps
Upon confirmation of your intention to participate, CORP will draft a binding contract for
signature.
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Background

Rail service on the Coos Bay Subdivision of the CORP has been interrupted due to safety
concerns related to numerous tunnel conditions on the line. In order to maintain service to the
line over the next five years, there are also significant bridge repairs and other capital work that
must be completed before a safe on-going operation can be reestablished.

Cost
Hie cost to rehabilitate the Coos Bay Subdivision and restore it to service in a safe operating
condition far at least five (5) years is estimated at $23,270,000. The initial repair of the tunnels
can be accomplished in a six (6) month period. The remaining work can be accomplished over a
twenty-four (24) month period. The breakdown of the estimate is as follows:

1. Tunnel Liner Repairs & 6.68M
2. Tunnel Drainage $ 3.00M
3. Bridge Repairs S10.50M
4. Ties $ 2.42M
5. Surfacing S 0.67M
TOTAL COST S23.27M

Below is an estimated pro-forma for the portion of the Coos Bay Subdivision impacted by the
embargo:

Annual Carloads 4,586

Annual Revenue
Freight Revenue incl fuel surcharge (from UP) $1.900,000
UP 3% Reporting Bonus (discretionary) $50,000
Real Estate Rental fees $40,000
Accessorial fees $40,000
TOTAL Annual Revenue $2.030.000

Annual Operating Expenses
Diesel Fuel (based on $2 83/galton) $1,010,000
Rail Car Rental Expense net of UP credits $490,000
Crew wages and benefits $650.000
Locomotive Leasing and Maintenance $340,000
Track, Bridge & Crossing Maintenance $920,000
Other G&A Expense $460,000
Management Fee $100,000
TOTAL Annual Expenses $3,990,000

Operating Income ($1,960,000)

(Note that pro-forma does not include costs for interest expense.)
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Proposal

CORP Commitment
A. CORP will agree to contribute 20% of the actual cost to restore the line to service for at

least five (5) years, currently estimated at S4.66M, provided the other parties to Ihe
proposed public-private partnership commit to participate in the partnership at the
proposed levels.

B. CORP will agree to re-start service to the line as soon as practical after repairs are made
to tunnels (approximately six (6) months after funding commitments are received) and it
is determined that the line is in safe operating condition. The remaining work will be
accomplished while the line is in service.

C. CORP will agree to provide service not less than three (3) days per week on a routine
basis on the line for the five (5) year term of this agreement

D. CORP will agree to seek commitments for 20% shares of the total cost from each of the
Union Pacific Railroad, the Port of Coos Bay and the State of Oregon.

E. CORP will agree to seek an operating subsidy from the State of Oregon to compensate
for the actual annual operating deficit on the affected portion of the Coos Bay
Subdivision, currently estimated at $ 1.96M but not to exceed S2.5M in any year. In
addition CORP will seek up to $2M in years three (3), four (4) and five (5) of this
agreement for additional capital improvements to the line that may become necessary.

Shipper Commitment
A. Shippers on the affected portion of the Coos Bay Subdivision will be obligated to pay

20% of the actual cost to restore the line to service, currently estimated at S4.66M.
B. ShipperawiU pay thdr share in the form of a $203 per^^oad surcharge (S23.3M

estimated total cost X 20% shipper share / 4,586 annual carloads / 5 years equals $203) to
be billed by CORP only until the 20% shipper share of the actual cost is paid. If the
actual cost to restore the line to service for at least five (5) years exceeds S23.3M, the
duration of the surcharge will be extended until the 20% shipper share of the actual cost
is paid. If the actual cost to restore the line to service for at least five (5) years is less than
$23.3M or the volume of traffic increases, the surcharge will be eliminated once the 20%
shipper share of the actual cost is paid.

C. The five year duration of the payments is proposed so as not to unnecessarily
economically burden the shippers by requiring full payment in advance.

D. ^Shipper Name_ will agree to commit to _ X,XXX_ carloads per-year to be shipped
via the CORP railroad during the five year term of this agreement, for a total of
_X,XXX_ carloads.

E. ^Shipper Ndme__ will agree to pay CORP liquidated damages in the amount of the
$203 surcharge per carload for each carload less than your 80% annual commitment, and
100% of your 5-year comnutmenL

F. If the actual cost to repair and restore the Ime differs from the estimate of S23.3M the
duration of the per-carload charge will adjust accordingly so mat the roll amount is
repaid; no more and no less.
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G. Individual shipper share will be based on usage as the surcharge will be levied on any
loaded car shipped'or received.

Timing
A. The intent of this agreement is to restore service to the Coos Bay Subdivision as

expeditiously as possible. From the time a decision to proceed is made, it is estimated
that it will take six (6) months (outside of the rainy season between November through
February) to remedy the failed tunnels on the line to a condition that affords safe service.
It is hoped that agreement with the partners could be made on or before May 31.

B. In order to support this timing, it is necessary to have 'written confirmation of
participation by March 1, with the understanding that your commitment will only be
binding if the public-private partnership comes to fruition.

Next Steps
Upon confirmation of your intention to participate, CORP will prepare a binding contract for
signature.



From: Lovelady, Dan (CORP) [Dan Lovelady@railamerica com]
Sent Thursday, September 16,2004 5.23 PM
To: MELBO Robert I

Cc: Bader, Marc (RAWEST), Kelsey, Craig (CORP), Treeoe, Scott (CORP), Koff, Ken (Boca)

Subject: CORP Rehab Project

Bob,

Thanks for your patience We have finally decided on our revised plan which is outlined in the spread sheet attached

We have moved some taes around from the original proposal but for the most part, we will concentrate our program between
MP 740 Reedsport and MP 765 North Bend. We expect to put in about 550 ties per mile We have Increased the amount of
ties from 10,000 to almost 15,000 because we found some very good relay ties that we are purchasing.

Of course we anticipate purchasing materials (relay ties and ballast) with the State grant money and using our $400,000
match to get the work done.

With the PORT of Coos Bay getting grant money to build a new rail spur to the North Spit at Cordes and the new sawmill
being built there, we want to have the track rehabilitated to handle this new business. We believe the new rail spur and natural
gas to the North Spit will generate many new industrial rail opportunities for the CORP.

Please advise if you have any additional needs or have any questions

Thanks Dan

9/17/2004



CERTIFICATE OF SERVICE

I hereby certify that I have caused Volume II - EXHIBITS TO THE REPLY OF THE OREGON
INTERNATIONAL PORT OF COOS BAY to be served by overnight delivery service this 3"1

day of June 2008 on the following

Governor Theodore R Kulongoski
State of Oregon
160 State Capitol
900 Court Street
Salem, OR 97301-4047

J Michael Hemmer
Bob Opal
Union Pacific Railroad Company
1400 Douglas Street
Omaha, NE 68179
mhemmcrffiup com

Jerry Keck
Toledo Area Manager
Georgia-Pacific Corp
1400 SE Butler Bridge Rd.
Toledo, OR 97391-1900
gnkcckffiiuanac com

Jason W Smith
Mill Manager
Southport Forest Products
P O Box 298
Coos Bay, OR 97420
iasonfa)southportforest com

Eric Nelson
David Gray
Fcrrchgas
1625N 7lhSt
Coos Bay, OR 97420
encnelsonfffifcrrellgas com

Carl Foster
Partner
Danish Dairy
94912 Hwy 42 S
Coquillc, OR 97423

Oregon International Port of Coos Bay
Administration Office
125 Central Avenue, Suite 300
Coos Bay, OR 97420

JBishop@PortonCoosBav com

Allyn Ford
Andy JefTers
Roseburg Forest Products
PO Box 1088
Roseburg, OR 97470
allvnfiferfoco com

Fred Jacquot
Paul Brewster
American Bridge Co
135 American Bridge Way
Reedsport, OR 97467
fiacuuolfSiamcricanbriduc net

Allen Dasher
Retail Manager
Amen gas
425 Virginia St
North Bend, OR 97459
alien dasherfffamermas com

Patrick Ball
Tom McMann
Coos Bay Lumber Co, LLC
P O Box 750
Coos Bay, OR 97420
patfalcooshcad com

Aaron Thomas
Rocky Buckles
Thomas & Sons Transportation Systems
840 South Front St
Coos Bay, OR 97420
aaronl(flHhomasandsonsmc com



Doug Woolsey
Transportation Manager
Coos Bay Docks
PO Box 277
Coos Bay, OR 97420

Oregon Department of Justice
Attn {Catherine Georges
1162 Court St NE
Salem, OR 97301
kathenne georgesfffldoi state or us

Terence M Hynes
Donald H Smith
Matthew J Warren
Noah Clements
Sidley Austin LLP
1501 K Street, NW
Washington, DC 20005
thvnesfg?.sidlev com

Oregon Department of Justice
Attn Stephanie Andrus
1162 Court Si NE
Salem, OR 97301
Stephanie andrusfo/doi state or us

Ronald S Yockim
Attorney at Law
430 S E Mam St
Roseburg, OR 97470
rvockim@cmspan net

David E Ben/


